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(Exemption No. 82-34656 )

On behalf of Guangzhou Pharmaceutical Company Limited, a company
incorporate in the People’s Republic of China, I am furnishing herewith the
below listed documents pursuant to Rule 12g3-2(b) (iii) under the Securities
Exchange Act of 1934 (“Exchange Act”) :

Description of Document / Date
(1) Announcerments published between 1 July 2004 to 20 May 2005;
(11) 2004 interim report;

(111) 2004 annual report; and

(iv) 2004 3™ quarterly report; and
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List of Announcements {English Version)

Announcements (English Version))

Date

Announcement of resignation of director

2004.0.24

2 Announcenent 2004.7.14
3 1Summary of interim report for the six months ended 30th june 2004 2004.8.30
/1 |The resolutions passed at the 3rh meeting of the 3rd session of the board of directors 2004.8.30
5 JAnnouncement of resolutions passed at the 2nd meeting of the 3rd session of the supervisory commitiee 2004.8.30
t |Connected transactions:subscription of new shares in a non wholly-owned subsidiary 2004.8.30
7 |The resolutions passed at the 4th meeting of the 3rd session of the board of directors 2004.9.10
8 [Announcement of resignation of director 2004.9.10
9 [Notice convening the second extraordinary general meeting for the year 2004 2004.9.15
10 |Announcement 2004.10.6
p 04 third quarterly report 2004.10.29
-
12 {Announcement of the resolutions passed at the second extraordinary general meeting of 2004 2004.11.2
1'3 | The resolutions passed at the 7th meeting of the 3rd session of the board of directors 2004.11.2
14 |The resolutions passed at the 8th meeting of the 3rd session of the board of directors 2004.11.8
15 |Discloseable transaction:deemed dilution of shareholding interest in wanglaoji pharmaceutical company limited and continuing connected transactio 2004.11.8

1A |Notice convéning the third extraordinary general meeting for the year 2004 2004.11.15
17 |Notice convening a class meeting of the holders of thd overseas listed foreign shares 2004.11.15
18 {Notice convening a class meeting of the holders of thd domestic shares 2004.11.15
19 | The resolutions passed at the 9 meeting of the 3rd session of the board of directors 2004.11.29
20 |Second notice convening the class meeting of the holders of thd overseas listed foreign shares 2004.12.14
21 [Announcement of the resolutions passed at the third extraordinary general meeting of 2004 2004.12.31
22 LAnnouncement of the resolutions at the class meeting of the holders of thd overseas listed foreign shares 2004.12.31
'2. ponnouncement of the resolutions at the class meeting of the holders of thd domestic shares 2004.12.31
24 fAnnouncement 2005.4.14
25 [Annauncement 2005.4.26
26 |Summary of annual report for 2004 2005.4.28
27 {2005 first quarterly report 2005.4.28
28 [ The resolutions passed at the | [th meeting of the 3rd session of the board of directors 2005 .4.28
24 [Announcement of resolutions passed at the 4th meeting of the 3rd session of the supervisory commitiee 2005428
20 [Announcement of resignation of director 2005.4.28
A1 [Announcement of improvement in results forecast for the tirst hall of 2003 2005428
J2 {Continuing connected tansactions 2005.4.28
32 Notice of the 2004 annual general meeting 2005543




The Stock Exchange of Hong Kong Linied takes no vesponsibilivy for the contents of this announcement, makes ino
represeniation as 1o its accuracy or complereness and expressiy disclaims any liabiliry whatsoever for any loss howsoever
arising front or in reliance upon the whole or any part of the contents of this announcement.
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GP Guangzhou Pharmaceutical Company Limited

{a joint stock company with limited liabilitv esiablished in the People’s Republic of China)

{Stock Code: 0874)

Announcement of Resignation of Director

The Board hereby announces that it approved Mr. Li Yimin’s resignation as director and vice chairman
of the Company on 22 June 2004 with effect from the same date.
The Company and all members of the Board hereby confirm the truthfulness, accuracy and

completeness of the contents of this announcement and jointly accept full responsibilities for any
false representation, misleading statements or material omission.

Due to his health conditions, Mr. Li Yimin tendered his resignation as director and vice chairman of
Guangzhou Pharmaceutical Company Limited (the “Company”) to the board of directors (the “Board™)
of the Company. The Board approved Mr. Li’s resignation as director and vice chairman of the Company
by means of written resolution passed on 22 June 2004 with effect from the same date. Mr. Li confirms
that there are no matters that need to be brought to the attention of the shareholders of the Company in
relation to his resignation.

The Board hereby extends its appreciation for Mr. Li’s efforts and contribution to the Company during
the tenure of his office.

By order of the Board
He Shuhua

Company Secretary
Guangzhou, PRC, 23 June 2004

Ag at the date of this announcement, the Board comprises Mr. Cai Zhixiang, Mr. Zhou Yuejin and
Mr. Feng Zansheng as executive directors and Mr. Wu Zhang. Mr. Wong Hin Wing and Mr. Zhang Heyong as
independent non-executive directors.

Please also refer to the published version of this announcement in The Standard / Hong Kong Economic
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this announcement.
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GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liabiliry established in the People's Republic of China)

(H Share Stock Code: 0874)

Announcement

Based on the initial calculation of the Group’s unaudited financial information for the six months
ended 30 June 2004 prepared in accordance with the PRC accounting standards, the Group’s net
profit for the first half of 2004 is expected to decrease by 50% or above as compared with the
corresponding period of last year. Details of the Group's operating results for the six months ended
30 June 2004 will be disclosed in the Company’s 2004 interim report.

In accordance with the applicable PRC laws and regulations, the Company would publish the PRC
Announcement in a designated newspaper in the PRC on 15 July 2004. This announcement is made
pursuant to rule 13.09 of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited.

Shareholders and the general public are advised to be cautious about the investinent risks associated
with the trading of the Company’s shares.

In accordance with the applicable laws and regulations promulgated by the China Securities Regulatory
Commission and the Shanghai Stock Exchange in respect of the issue of an advance announcement by a
listed issuer if, in general, its profit for the reporting period under review is lower than that of the
corresponding period of the previous year by 50% or above, Guangzhou Pharmaceutical Company Limited
(the “Company”) would publish an announcement (the “PRC Announcement”) in a designaled newspaper
in the People’s Republic of China (the “PRC”) on 15 July 2004. An extract of the main text of the PRC
Announcement is set oul below in accordance with Rule 13.09 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited:

Based on the initial calculation of the Group’s unaudited financial information for the six months ended
30 June 2004 prepared in accordance with the PRC accounting standards (which has taken into account
the unaudited financial information of the Group forthe 3 months ended 31 March 2004 set out in the
2004 first quarterly report of the Company published on 28 April 2004), the net profit of the Company
and its subsidiaries (together the “Group™) for the first half of 2004 is expected to decrease by 50% or
above as compared with the corresponding period of last year, which is mainly due to factors inciuding
the fierce competition in the domestic pharmaceutical market, the significant decline in the operating
resuits of the Company’s subsidiary namely, Guangzhou Chinese Medicine Corporation and the provision
made for certain merchandise of the above mentioned subsidiary. Details of the Group’s operating results
for the six months ended 30 June 2004 will be disclosed in the Company's 2004 interim results
announcement which is expected Lo be announced around late August 2004 and the Company’s 2004
interim report will be dispatched thereafter.

Shareholders and the public are advised to be cautious about the investment risks associated with the
trading of the Company’s shares.

By order of the Board
He Shuhua
Company Secretary

Guangzhou, PRC. 14 July 2004

As at the date of this announcement, the board of directors of the Company comprises Mr. Cai Zhixiang,
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Guangzhou Pharmaceutical Company Limited
(@ joint stock company with limited liabiliry established in the People’s Republic of China)

(Stock Code; 0874)

SUMMARY OF INTERIM REPORT FOR

THE SIX MONTHS ENDED 30TH JUNE 2004

IMPORTANT NOTICE

The Board of Directors and all the Directors of Uuangzhou
Phamaceutical Campany Litnited (the “Coinpany™) collectively
and individually accept full responsibility for the authenticity,
accuracy and completeness of the information contained in this
intenm report and confirm that there are no false information,
misleading statersents nor material omissions in this interim
report,

This announcement is extracted from the full text of the interim
report. The full text of the interim report will also be published
on the website of the Shanghai Stock Exchange (“SSE™)
{website: hitp://www.sse.com.cn) and the website of the Stock
Exchange of Hong Kong Limited ("HKEX") (website: hup://
www. hkex.corn.hk). Investors are advised 1o read the full text
of the interim report for detailed information.

Mr. Cai Zhixiang (Chairmen of the Board of Direclors), Mr.
Zhou Yuejin (General Mannger), Mr. Gao Fang (Financial
Controller) and Mr. Chen Binghua (Senior Finance Manager)
individvally accept responsibility for ensuring the authenticity
and completeness of the financial reports contained in this
interim repon.

The fingncial reposts contained in this interim report for the
period ended 30th June 2004 (the “reporting perind”) are
unaudited.

This interim repornt is prepared in both Chinese and English. In
the event of different interpretation, with the exception of the
condensed accounts prepared in accordance with Statement of
Standard Accounting Practice 25 “Interim Financial Reporting”™
issued by the Hong Kong Society of Accountants ("HK SSAP
25"), the Chinese shall prevail.

The full text of the interim report will contain all the information
required by paragraphs 46(1) to 46(8) of appendix 16 1o the
Rules Governing the Listing of Securities on the Stock Eachange
of Hong Kong Limited in due course.

COMPANY PROFILE

The Company

Stock abbreviation G2 Phar.

Stock Code 600332

Place of listing sharess The Shanghai Slock Fachange
Stock abbreviation CZ Phar.

Stock Code

0874
The Stock Exchange of Hong Kong Limited
Caompany secrelary

Place of lisling shares

Representative of
securitles affalrs

Name Mr. He Shuhua Ms. Huang Xuezhen

Address 45 Sha Mim North Swrer, 45 Sha Mian North Streel,
Cuangzhou City, Guangzhou City,
Guangdong Provinee, Cuangdong Province,
the People’s the People's
Republic of China Republic of China

Telephone (852098121 8119 (3620) 8121 8086

Fau (8620) 8121 6408 (8620) 8121 6408

E‘mail hesh@gpe com.en huangz @gpe.com.cn

Princips) Financial Data and Indicetors

Financial data and indicators prepared in eccordance with
Accounting Standards and Systems of the People’s Republic of
China (the “PRC Accounting Standards and Systems”) :

Av Asat
0Lk Jose  Iist December
Ttems 04 00 Changen
{Unavdired} [Andired) {%)
RME RME
Current essels 33400639776 12D046001.99 144
Cumentligilitiss 21011400683 194317861747 1.46
Tolal esels ABIMASET 470703944558 E)
Shuehsldens’ eqaity
(exehading minerity
inferests) 241369196222 242947638241 {0.65)
Net assels per share 30 0.65)
Adfsted net et prr shure 19 X 11.03)
For the Forthe
dimoaths sxmenlhs
mded 30k ended 3000
ey Jone 2004 June 3003 Changes
{Unavdired) Unavdined) %)
RNEB RMB
Netpralit 31.808.644.71 91,613382.19 (6602}
Nl profit fier
deducting
exvserdinry item IR0 99.241,692.35 (65.14)
Bamings per chare 00392 [ (6602)
Retom en nel assels 111% 1% (6641}
Netcaeh Mows from
eparaling activitis 1U3%.212.58 144003268 9.3

222

223

224

Extraordinary items included:

Applicable ] Naot applicable
Ttems Amount
RMB
Less on disposal of investments and [ixed assets 2417.886.51
Lass on disposal of short-lerm investments 24.584.45
Non-aperating income 42658712
Non-operating tapenses excluding provision of assels 4.211,670.38
Reversal of provisions 5.046.84
Income tax effect (412353.57)
Total 2.790,576.75

Financiel dala and indicators prepared in accordance with
General Accepted Accounting Principles in Hong Kong ("HK
GAAP")

Asst Asst
Assets and labillties 30th June  31st December
Items 2004 1003 Changes
(Unaidited) (Audited) %)
RME000 RMB OO0
Current assets 1,336,593 3224064 349
Current liabililies 2,166.988 2,010,183 180
Tota! mssels 5,135,500 495491 3.66
Total libilities
(Inctuding
minority interests) 2,598,661 2,402,674 16
Net sssets 2,536,839 255147 {0.57)
Net assets per share
{RMB) 3 315 0.5
For the For the
s 'monlhs gx monlhs
Results ended 30th ended 30th
Tlems June 2004 June 2003 Changes
(Unaudited) (Unawdired) (%)
RMBY900 RMBOO0
Profit before (axation 38,570 161.734 (45.24)
Profit aitributable b shareholders 34078 91102 (62.60)
Eemings per share (RMB) 0.042 012 (62.60)

Reconciliation of the 2004 interim results between financial
statements prepared in sccordance with PRC Accounting
Standards and Systems and HK GAAP {Unit: RMB'000)

Applicable {J Not applicable
Under PRC Accounting
Slandards and Systems Under HK GAAP
Net profit/Profil
atiributable to
shareholders 31809 34,076
Reconcilistion  Net profit under PRC Actounting
Standards and Systems 1,808
Artortisation of defesed
capitalised intangible assets (note 1} (5,223)
Additonal depreciation on difference
in revalued fired msels (note 2) (988)
Government subsidies recognised
as income (not 3} 1,100
Provision for employee
benefits {note 4) 2738
Deferved tasation (note 5) 7449
Difference in minority
inlerests (note 6) (2.809)
Profl} attributable to shareholders
under HK GAAP ume
Explanations for difference on net profit:
i3] This is an amortisetion of staff quarter reform costs

incurred by the Company and its subsidiaries (collectively
the “Group”) prior to 2000 in relation to purchases of
staff quarters by its employees, Under HK GAAP, such
cost are recognised as an asset and arc subject to
amortisalion on a straight line basis over a period of not
more than 10 years to reflect the estimsated remaining
average service life of its employees in which the related
economic benefits are recognised. Under PRC
Accounting Standards and Systems, the staff quarter
reform costs are written off against relained earnings
when jt incurred,

2) The Group's fixed assets were revelued by the
internationel valuers in 1997 for the purpose of listing of
the Company's H shares. Afthough the revaluation has

been taken into the accounts of the Group prepared under |

HK GAAP, this is not acceplable to the accounts prepared
under PRC Accounting Standards and Systems,
Accordingly, the depreciation charge under HK GAAP
is higher than that calculated under PRC Accounting
Standards and Systems as the depreciation charge under
HK GAAP is based on the revalued amount of “ixed
assels.

3) Government subsidies are recognised as capital reserve
in the accounts prepared in accordance with PRC
Accounting Standards and Systems. Under HK GAAP,
govemment subsidics are recognised as other income in
the profit and loss account and are transferred from profit
after taxation (o capital reserve.

4y On 15t December 2001, the Group has participated in a
medical insurance scheme set up and managed by the
Guangzhou People's Municipal Government as required
by the Provisional Rules of Medical Insurance issued by
the Guangzhou People's Municipal Governmient. Medical
insurance relating to contributions accrued for the past
service rendered by the retired and retiring employees
are recognised as expenses in prior years under HK
GAAP. However, in the accounts prepared under PRC
Accounting Standards and Systems, medical insurance
for the past service is recognised as expenses on cash
basis. Cash basis is not acceptable under HK OAAP.

5 The Group has not made provision for deferred tax in
the accounts prepared in accordence with PRC
Accounting Standards and Systems. Under HK GAAP,
deferred tax is accounted for using the balance sheet
liability method on all taxuble temporery differences for
deferred tax liability, and to recognise deferred tax assets
to the extent that it is probable that taxable profits will
be available agninst which deductible temporary
differences can be ulilised.

6) This is resulted from the above difference in the accounts
prepared under PRC Accounting Standards and Systems
and HK GAAP.

CHANGES IN SHARE CAPITAL AND SHAREHOLDERS
Change in share capital
[ Applicable Not applicable

As at 30th June 2004, the top ten major gshareholders and
the top ten shareholders holding Lhe listed shares of the
Company

Total number of sharcholders at

the end of the reparting period 49,746
Details of the top 10 major shareholders:
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RS Rera s e oD MR spewardy L WA Mieem
wn
K13 Neamew ~ e ey L 0 Rews
Qimg ong) Uil on
oy Ong Kag - Lt mmemey Lo oA Heee
an
[ - W Agwmedy U N e
o
Tavipy Goee  TOED mpweedy  Lisd W e
[
Xag He sewentas W MAN wpreonedy s W Amm
et o0y
O bawy WD MY spwandy L LYt
oa
Rong Omery e 1070 Apreasty s NA A
[+
Byl ~ M epmeety L W Awwn
. %3

As at 30th June 2004, the 10p ten sharcholders holding the listed
shares of the Company are set out ss follows:

Number of listed Nature of shares

shareshdd st the (A shares, B shares,
Name of end of the A shares or
shareholders (in Full) reporting period olbers)
HKSCC Nominees Limited 218,202,999 Hshases
HSBC Nominees (Hong Rong) Limited 352,000 H shures
Wong Chung King 308,000 H shares
Deng Dakei 105,748 A thres
Xu Weiping 220,000 A shares
Xing He Securities lnvestment Fund 216354 A shares
Chen Yuliang 171357 A shares
Xing Cuisang 142,720 A shares
Zheng La 123,000 A shares
Liv Zhizhong 120,000 A shues
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Guangzhou Pharmaceutical Company Limited
(a joini stock company with limited liability established in the People’s Republic of China)

(Stock Code: 0874)

SUMMARY OF INTERIM REPORT FOR

THE SIX MONTHS ENDED 30TH JUNE 2004

2.2.2 Extroordinary items included:

IMPORTANT NOTICE

The Board of Directors and al) the Directors of Guangzhou
Pharmaceutical Company Limited (the “Company”) coliectively
and individuzlly accept full responsibility for the authenticity,
accuracy and compleleness of the information contained in this
interim report and confirm that there are no false inforniation,
misleading statements nor material omissions in this interim
report.

This announcement is extracted from the full text of the interim
report. The full text of the interim report will also be published
on the website of the Shanghai Stock Exchange (“SSE™)
{website: hip://www.sse.com.cn) and the website of the Stock
Exchange of Hong Kong Limited ("HKEX") (website: http://
www.hkex.com.hk). Investors are advised to read the full text
of the interim report for detailed information,

Mr. Cai Zhixiang (Chairman of the Board of Directors), Mr.
Zhou Yuejin (General Manager), Mr, Gao Fang (Financial
Controller) and Mr. Chen Binghua (Senior Finance Manager)
individually accept responsibility for ensuring the authenticity
and completeness of the financial reports contained in this
interim report.

The financial reports contained in this interim report for the
period ended 30th June 2004 (the “reporting period™) are
unaudited.

This interim report is prepared in both Chinese and English. In
the event of different interpretation, with the exception of the
condensed accounts prepared in accordance with Statement of
Standard Accounting Practice 25 “Interim Financial Reporting”
issued by the Hong Kong Society of Accountants (“HK SSAP
25"), the Chinese shall prevail.

The full text of the interim report will contain all the information
required by paragraphs 46(1) to 46(6) of appendix 16 to the
Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited in due course.

COMPANY PROFILE

The Company

Stock abbrevistion GZ Phar.
Stock Code $00332
Place of listing shares  The Shanghai Stock Exchange
Stock abbreviation GZ Phas.
Stock Code 0874
. Place of listing shares  The Siock Exchange of Hong Kong Limited
Company secretary Representative of
securities affainy
Name Mr. He Shehva Ms. Huang Xuezhen
Address 45 Sha Mian North Sueet, 45 Sha Mian North Sueet,
Guangzhou City, Guangzhou City,
Guangdong Province, Gusngdong Province,
the People’s the People’s
Republic of China Republic of China
Telephone 86208121 8119 (8620} 8121 8086
Fux . (8620) 8121 6408 (8620) 8121 6408
E-mail besh@gpc com.cn huengxz@gpe.com.cn

Principal Financial Data and Indicators

Financial data and indicators prepared in accordance with
Accounting Standards and Systems of the People’s Republic of
China {the "PRC Accounting Standards and Systems™) :

At Asat
Joth June  Jlst December
Ters 2004 2003 Chenges
(Unandited} {Audited) %)
AME kMa
Cumeat assets 33M.006,390.76  3.223.046,083.99 u
Curreny liabilities 21013408687 194311868747 786
Total assels 438799445420 4.707,009,445.98 33
Sharcholders' equity
(excluding minority
ierests) 2412690,962.21 242547638241 {0565)
Net assels per share 298 {055)
Adjusied pet assels pes shate 289 292 (.0
For the For the
slx months six months
ended tb ended J0th
Items June 2004 June 2003 Changes
{Unaudited) (Unaudited) (%}
RMB RMB
Net profit 1180864471 91.613,387.19 0602
Net proful alier
deducting
extrordiowy items 34,599,221 .46 99.241 69238 {85.14)
Earnings pes share 00392 0.4154 {660
Retum on net assets 1.32% 19% {66.41)
Net cash flows from
operating aetivities 124.590.212.58 17.340.0)2.66 5988

2.23

2.2.4

Applicable 7] Not applicable

Hems Amounl
RMB
Loss on disposal of investments and fixed assets 241788651
Loss on disposnl of short-term invesiments 24,584.45
Noa-aperating income 4.266.871.32
Non-aperating expenses excluding pmvulun of assels 4.211.670.38
Reversal of provisions 9.046.84
Income tax eflect (412,353.57)
Total 2,790.5%6.75

Financial data and indicators prepared in accordance with
General Accepted Accounting Principles in Hong Kong ("HK
GAAP")

Asat Asat
Assets and liabilities 30th June 315t December
ftems 2004 2003 Changes
-+ {Unaudited) {Audited) (%)
RMB000 000
Current gssets 3.336.593 3224064 349
Current liabilities 2,166,988 2,010,183 .80
Total assels 5,135,500 4,954,091 386
Total liebilitics
(ncluding
minorily interests) 2,598,661 2,402,674 8.16
Netassets 2,536,839 1551417 ©.57)
Net assels per share
(RMB) 3113 3135 (0.57)
For the For the
six moathy six months
Results eoded 30th ended 30th '
ltems June 2004 Jupe 2003 Changes
{Unaudited) {Unasdited) %)
RMBOOQ RMB000
Profil before taxation 88,570 161,734 (45.24)
Profit attributable to sharcholders 3407 91,102 (62.60)
Eamings per share (RMB) 0042 a2 (62.60)

Reconciliation of the 2004 interim results between financial
statements prepared in accordance with PRC Accounting
Standards and Systems and HK GAAP (Unit: RMB'000)

Applicable [ Not applicable
. Under PRC Acvounting

Standards aod Systems Under HK GAAP
Net profivProfit
altributable to
shareholders 31,809 34,076
Reconcilistion  Net profit under PRC Accounting
Standards and Systems 31808
Amortisation of deferred
capitalised intangible essets (note 1) (5,223)
Additiona) depreciztion on difference
in revalued fized assets (note 2) 988}
Govemment subsidies recognised
& income (note 3) 1,100
Provision for employee
benefils {note 4) 2738
Defermed taxation {noie 5) 7.449
Difference in minority
interests (note 6) (2.809)
Profif attributable to shareholders
under HK CAAP U6
Exblanations for difference on net profit:
n This is an amortisation of staff quarter reform costs

incurred by the Company and its subsidiaries {collectively
the "'Group") prior to 2000 in relation to purchases of
staff quarters by its employees. Under HK GAAP, such
cosl are recognised as an asset and are subject 1o
amortisation on a straight line basis over a period of not
more than 10 years to reflect the estimated remaining
average service life of its employees in which the related
economic benefits are recognised. Under PRC
Accounting Standards end Systems, the staff quarter
reform costs are writlen off ageinst retained earnings
when it incurred.

2) The Group's fixed assets were revalued by the
internationat valuers in 1997 for the purpose of listing of
the Company’s H shares. Although the revaluation has
been taken into the accounts of the Group prepared under
HK GAAP, this is not ble to the
under PRC Accounting Standards and Sys(ems

Accordingly, the depreciation charge under HK GAAP -~

is higher than that calculated under PRC Accounting
Standards and Systerns as the depreciation charge under
HK GAAP is based on Lhe revalued amount of fixed
assets,

i

a2

the end of the reporting period 49,7460
Details of the top 10 major shareholders: ; o
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As at 30th June 2004, the top ten shareholders holding the listed

3) Government subsidies are recognised as capilal reserve
- in the accounts prepared in accordance with PRC
Accounting Standards and Systems, Under HK GAAP,
government subsidies are recognised as other income in
the profit and luss account and are Ln:nsferr:d from profit

.-after taxation 1o capmal reserve.

4) On st Du:embcr 200!. the Group has participated in a
medical insurance scheme set up and managed by the
Guangzhou People’s Municipal Government as vequired
by the Provisional Rules of Medical Insurance issued by
the Guangzhou People’s Municipal Government. Medical
insurance relating to contributions sccrued for the past
service rendered by the retired and retiring employees
are recognised as expenses in prior years under HK
GAAP. However, in the accounts prepared under PRC
Accounting Standards and Systems, medical insurance
for the past service ls recognised as expenses on cash
basis. Cash bmm is not acceptable under HK GAAP.

5) The Group has not made provision for deferred tax in

the aceounts prepared in accordance with PRC

- Accounting Standards and Systems. Under HK GAAP.

deferred tax is accounted for using the balance sheet

liability method on all taxable temporary differences for

deferred tax liability, and to recognise deferred tax assets

to the extent that it is probable that taxable profits will

be available against which deductible temporary
differences can be utilised.

6) : This is resulted from the above difference in the sccounts
prepared under PRC Accounting Standards and Systems
* and HK GAAP.

CHANGES IN SHARE CAPITAL AND SHAREHOLDERS
Change in share capital :
] Applicabie | _Not applicable

As at 30th June 2004, the (oﬁ ten major shareholders and
the top ten shareholders holding the listed shares of the
Company

Total number of shareholders at

shares of the Campany are set oul as follows:

"Nuture of shares :

Nomber of listed

shares beld atthe (A shares, B shares,
Name of end of (he H shares or
tharebolders (ia full) reporting period others)
HKSCC Nominees Limited 218,202.999 H shares
HSBC Nominees (Hong Kong) leued 862,000 H shares
Wong Chung King 308,000 Hshares
Deng Dakai 305,746 Ashares |
Xu Weiping 220,000 A shares
Xing He Securities Investment Fund 216354 A shares |
Chen Yuliang . . 171,357 A shares ;
Xing Guisong - 142,720 A shares
2Zhang La N 123.000 Ashares’
Liu Zhizhong . 120,000 A shures*
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5.

SUMMARY OF INTERIM REPORT.FOR .
THE SIX MONTHS ENDED 30TH JUNE:2004

Details of the connection among {1} Asnotified by HKSCC Nominees Limited,
the lop Len major shareholders the H shares under its name were held on
or they act in concent behalf of s several clieats.

(2)  GPHL is oot connected with the othet nine
shareholders listed sbove, The Company is
00 pwire of anty connection emong the ine
sharcholders, of whether they are persons
acting io concen as ipulated in the “Rules
Governing the Disclosere of Change in
Shareholders' Shareholding in Listed
Companies”,

{3)  The Company is not ware of any connection
among the tza shareholders holding listed
shares of the Company, of whether tey are
pertons acting in concen ad stipulaied in the
“Rules Govening the Disclosure of Change
io Shiareholders’ Shareholding in Listed
Compagies™,

Details of contracted terms of shares allotted & issued to strategic investor or generel

corporadion

Name of shareholders Contracted Terms

No No

Change in controlling shareholders and beneficial owners
[J Applicable [Z] Not applicable

DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

Changes in the number of shares held by directors,
supervisors and senior management.

Applicable [} Not applicable
Swrmbed  Surabed
waix FTEN
Rasary M baedSd Seuse far
Name Paction Saare) Shar change
M. Cal Diiciang Dincir 00 14,700 -
M. Zhow Yucjis Dirar usw o 1ms00 -
M. Feag Zasgieny Divector - - -
b, Wong His Wieg todcpesdent Direcr - - -
W, W Thang Iadependent Direerar - - -
iz, Zhasg Heyooy Indepewdent Director - - -
b, Chea Canying Onairmas of e
Superviscey Cormites 9,500 930 -
31 Ouyung Gisng Supervitar 10400 1100 -
At Tooeg Yegsn Supervinor - -
s He Shabas Deputy Geoersd Masager
104 Coapasy Sccreury .1 e -
s G Fuag Fiaasci! Controtier - - -

Nate:  According Lo the long-ierm incentive scheme approved at the
Company's first Extmondinary General Mecting of 2002, the Senior
Management of the Company is entitled (o 2n incenlive bonus,
provided that the target of operating profit of the rolovant year is
achieved, Pant of the bonus has been used (o subscribe for the
Company's RMB domestic shares (“A shares”) and has been
reporzd 1o SSE in accordance with relevant rules and regulations.

MANAGEMENT DISCUSSION AND ANALYSIS

{Unless otherwise stated, the financial data contained in this
summary is extracted from the financial statements prepared in
accordance with PRC Accounting Standards and Systems. )

Scope of business

The Group is principally engaged in (1) manufacture and sales
of Chinese Patent Medicine ("CPM"); (2) wholesale, retail,
import and export of western and Chinese pharmaceutical
products and medical apparatus; and (3) research and
development of natural medicine and biological medicine.

Analysis of operating results

According to the interim financial report prepared in accordance
with PRC Accounting Standards and Systems, the Group's
turnover for the six months ended 30th June 2004 was
approximately RMB3,990,694,000, representing an increase of
1 1.55% over that of the same period of 2003. Profit before
taxation was approximately RMB91,053,000, representing a
decrease of 44.07% over that of the same period of 2003. Net
profit was approximately RMB31,809,000, representing a
decrease of 66.02% over that of the same pericd of 2003.

According to the interim financial report prepared in accordance
with HK GAAP, the Group's turnover for the six months ended
30th June 2004 was approximately RMB3,990.729.000,
representing an increase of 11.55% over the same period of 2003,
Profit before taxation was RMBB88,570,000 representing an
decrease of 45.24% over that of the same period of 2003. Profit
attributable to shareholders was approximately RMB34,076,000,
representing 8 decrease of 62.60% over that of the same period
of 2003.

5.1
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(Stock Code: 0874)

An analysis of the Group’s turnover and proﬂt lrom
principal activities for the first six month of 2004 Is set out
as follows:
{Ual RAB'000)
Casges

[T wnd Chasged

Graover  mieever  proe prold

Cost of Cros  evertaal Gud et

Segoaat Tursorer ahi g (%) M%) IMI(B) o HNI(R)
re (S RG] 20 k] [k [
Trding: I TR YTAT 0z 1540 1634 (1530)
Wheleanle K 2 5 04 310 an
Reasl 138 %515 I ol 02 (10.86)

Teport .
and expart 186 1 2 [ (won 0
Tt 19 3 ne "ss n (t0.12)

aclucing:

trnsaction 8 330 s @M o e
{Unk: RAB000)

Chargets

Cuanze ln ol Ousgein
wesewer  mietever  proo profy

Catol G rertatd  Gald et

B predct Tumens aki pel(S) MW (%) W28
Heat cleasing wed

Ani Touie

medicine 240,831 124843 a2l 1270 236 Q)
Disberic medicine 151,508 1204 38 o4 48 130
Cough and phikgm .

chadag ediciae 96073 325 26 @1 @ ®01)
Anvitc owdicine 107,736 B9 08 39 (154 510
Guatrk redicioe om0 | BOIR “ss 99 wm Wy
Isclvding: Coanecied

(aaacios Y 114 3 ws) M e
Fricing policy fer The saks and purchascs raLsaction with coaseried partid wert 42 ih¢ lers

coEmectzd (aasactions Simita 0 (base {raasactions kb oxher tird partics, The priczs are decidod on

4t leng fler considering the releanl Fovernmea priciag policy eod marta

derciopment td.

Inchdiag. Duriag the reporing period, e o) ol of bk comascted tppeacion 30k by
16 Compaay 10 the controliieg shareboldes ssd hs eubridincies was
RMBIIRSEDL.

Geographical analysis of sales arising from prlnclple

activities is as follows:

Applicable [ Not applicable

{Unit: RMB'000)

Change [n turnover

Area Turnover  over that of 2003 (%)
Southern China 3,083,130 10.20
Easlern China 286,683 X L1473
Nonhern China 164,929 - .21
Nonh-eastern China 135,509 23.00
South-western Chino 168,174 12,36
North-western China 92,607 3552
Exporting 59,662 . 1298
Total ' 3,990,694 S8

(1) CPM manufacturing business (the “Manufncturlng
Operations™)

Dunng the first half of 2004, the slowing down of growth
in sales of the Manufacturing Operations and the decrease
in operating results were caused by keen competition of
domestic pharmaceutical market, increase in production
cast pursuant to Good Manufacturing Practice (GMP)
renovation in relation to quality of production
management and the restrictions imposed through
national advertising policies. To overcome the above
difiiculties and to sustain growth in sales, the Group has
strengthened the promotion of key products, and
improved the marketing cfforts at end-users such as
hospitals, community and pharmacies.

According to the interim financial report prepared in
accordance with PRC Accounting Standards and System,
turnover of the Group attributabie 10 the Manufacturing
Operations for the first half of 2004 was approximately
RMB982,389,000, representing an incrcase of 1.22%
over that of the same period of 2003, Profit before
taxation was approximately RMB102,184,000,
representing a decrease of 16.28% over that of the same
period of 2003, According Lo the interim financiet report
prepared in accordance with HK GAAP, the turnover of
the Group attributable to the Manufacturing Operations
for the first half of 2004 was approximalely
RMB982,424,000, representing an increase of 1.23%
over that of the same period of 2003. Profit before
taxation was RMB99,359,000, representing a decrease
of 18.49% over that of the same period of 2003,

2

Guangzhou Pharmaceutical Company Limited
(a joint siock company with limited liability established in the People's Republic of China)

In the first half of 2004, the sales of certain products,
inctuding Wang Lao Ji Liang Cha, Ru He San Jic Pian,
Xin Yi Bi Yan Wan, Hua Zhi Quan, An Shen Bu Nao Ye
and Zhuang Yao Jian Shen Xiao Wan, have significantly
increased by 47.66%, 43.11%, 41.04%, 55.77%, 86.36%
and 31.89% respectively as compared with the
corresponding period of 2003, Sales of other products,
including She Dan Chuan Bei Ye and Mi Lian Chuan
Bei Pi Pa Gao, has significantly decreased by 42.22%
and 33.26% respectively over that of the seme period of

2003,

Sales analysis of major products for the six months ended
30th June 2004 is as fotlow:

Products Turnover Gross profit
RMB'000 RMB'000
Heat clearing and
anti-oxic medicine 240,651 116,008
Diabetic medicine 181,508 124,474
Cough and phiegm
clearing medicine 96,073 4033
Arthritic medicine 107,156 63,618
Gastric medicine 50,880 22,370

During the reporting period, inventory turnover days of
the Manufaciuring Operations were 101.78 days,
representing an increase of 1.78 days. Accounts
receivable tumover days were 35.12 days, representing

-an increase of 5.14 days as compared with the

corresponding period of 2003.

During the reporting period, the Group continued
accelerating the process of research and development of
new products and further development of centain existing
key products, During the reporting period, research for
3 products has been compleled and they are currently in
the process of applications for new drug certifications,
while 2 products are under research. Besides, “Feng Shi
Ping Jiao Nang" has successfully passed the third clinic
testing phase and is now in the process of application for
production certification.

During the reporting period, 7 out of 9 menufacturing
subsidiaries have been granted with GMP centification.
Manufacturing subsidiaries namely Guangzhou Zhong
Yi Pharmaceutical Co., Ltd. and Guangxi Ying Kang
Pharmaceutical Co., Lid. have speeded up the process of
GMP renovation and are trying their best 1o pass GMP
centification before the required deadline.

During the reporting period, the enterprise resources
planning system (“ERP" system) has been fully
implemented and operating in 7 manufacturing
subsidiaries,

Pharmaceutical producis trading operations (including
wholesaling, retailing, import and export) (the “Trading
QOperations™)

The implementation of Good Supply Practice ("GSP")
in relation to quality of trading managements, the changes
in the national pricing policy on pharmaceutical products,
and fierce competition in the domestic pharmaccutical
market resulting from the market entry of lerge number
of pharmacies offering lower selling price, have brought
about direct impact on the domestic pharmaceutical
industry. The above factlors have also caused certain
impact to the Group's Trading Operations.

During the reporting period, the Trading Operations made
efforts as follow: Firstly, the continued active development
of agency, distribution and wholesale arrangement for
popular, new and specially good effect medicines.
Meanwhile, the development of markets outside Guangdong
Province through the advantage of agency distribution
network of various brand. d products. S dty, the
active improvement in the tender for haspital projects, with
o vicw to increasing saies of the Group’s products to
hospitals; Thirdly, the adoption 1o changes in the
pharmaceutical retail network in response to market
changes, and taking advantage of brandnamed “Jian Min"
and “Cai Zhi Lin" to develop flatship shops and community
center shops to compete with the cheap chain pharmacies
offering lower selling price.

The implementation of the above measures have attained
favorable results. Turnover of the Trading Operations has
maintained steady growth. The turnover of the Trading
Operations prepared under PRC Accounting Standards
and Systems for the first half of 2004 was approximately
RMB23,008,305,000, represented 15,40% increase over
that of the sume period of 2003. Tumover of the Trading
Opcrauons prepared under HK GAAP for the first half
of 2004 was approximately RMB3,008,305,000,
represented 15.40% increase over that of the same period
in 2003,
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Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability estublished in the People's Republic of China)

(Stock Code: 0874)

SUMMARY OF INTERIM REPORT FOR
THE SIX MONTHS ENDED 30TH JUNE 2004

Loss belore taxation of the Trading Operations prepared |
in aecordance with PRC Accounting Siandards and
System emaunted to approximately RMB11,130,000,
representing o significant decrease in operating result by
127.32% over that of the same period of 2003, Loss
before taxation of the Trading Operations, prepared under
HK GAAP was RMBI10,789,000, representing a
significant decrease in operating result by 127.08% over
that of the same period of 2003. Main reasons for the
significant decrease in operating result are:

1) Affected by (he market entry of Jarge number of
pharmacies offering lower selling price and
national pricing policy on pharmaceutical
products, the Group's gross margin ratio continued
to drop 1o 6.42%, representing a decrease of 1.61%
over that of the same period of 2003.

2) During the reporting period, Guangzhou Chinese
Medicine Corporation; & subsidiary of the
Company has made a provision for inventories
amounling to approximately RMB24,494,000 and
redundancy payments to laid-off workers as
compensation amounted to approximately
RMB7,921,000.

The above factors have significant impact on the overall
operating result of the Group during the reporting period.

As at 30th June 2004, the Group has 215 chain
pharmacies, including 12] “Cai Zhi Lin" Traditional
Chinese Medicine (“TCM"”) chain pharmacies, and 94
“Jian Min" western chemical medicine ¢hain pharmacies.

During the reporting period, “Huang Jin Wei”, a
modemised pharmaceutical logistics centre has been put
into use. lt’s the capablest and largest pharmaceutical
logistics centre in Southern China in terms of area with
the highest handling capacity, indicating that the
distribution capability of the Group has been further
improved.

GSP certification of the trading subsidiaries had been
. completed as planned. At present, the Company is in the
process of the implementation and training of the ERP
system in the Trading Operations.

Other business with significant impact on net profit
O  Applicabic Not applicable

Detalls of operations of the Company’s subsidiaries
(applicable for the Group’s investee companies derived to
the Group any investment income equal to 0% or above of
the Group’s net profit)

[:] Applicable Not applicable
Expl ion on stgnificant ch
their compositions

[:] Applicable Not applicable

Explanation on significant changes in profit from principal
activities (gross profit ratios) in comparison with 2003

[ Applicable Not applicable

Analyslis on significant changes in operating results and their
composition In comparison with 2003

in principal activities and

Applicable (] Not applicable
(uni: M)
Smonitsded ¢ noalks caded

liew b oot M4 30t Juse 200) Clasgns »
Genent and

disiststion

et (AAT) IVMISNN  WLDIBIM 209456 1.0
Finar il e1pesscs 17405807 [AZEEE) 2390080 )
1 Reasons for change:

(1)  During the reporting period, G&A increased by
RMB38.210,000, representing an increase of 13.08%
compared with the same period of 2003 due to the
significant increase of stock provision of
RMB24,494,000 for prudence purpose and redundancy
payment for laid-off staff amounted to RMB7,921,000
accrued by Guangzhou Chinese Medicine Corporation,
a subsidiary of the Company.

(2)  Financirl expenses i d by 81.46% pared with
the same period of 2003 due to around 20% increase in
long-term borrowings, which Jed to increased interest
expenses, and increased discount interest, which was
because one subsidiary of the Company discounted
approximately RMB200,000,000 accounts receivables to
the bank.
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L.

Delails of use of proceeds from issue of A shares B
Details of use of proceeds from issue of A shares

Applicable ] Not applicable

o
Totst s mctiod TR0 Toir wmoem of procamts sufied 4 T wio
Aozt s o oot i o
Aorewd 0 80
botreiad juton f T cxpectad rarm
toa pevasls b s () - aack ther plnamd
Propes e ppen el Inrvaand b7 e of covpheton
Kise ke Win spgra o M me Tewwwon ™
' s ool 0120
[EYL PP [T Mo NE Teed Yo
s gl (1
Indenkvnion of e e by N WooBm - e
Aot of g e won [0 Mo B Tees kW =
o o 320
Tamaclory epprae o m % Um@ Teweasm ™
Hoa Too 24 2o ¥ fou i 71310
Trchackags wpra of tvom, B KD Tweaiiwm ™
wient i . e el )50
Tochanlats spprae i nxm LX) - Y
17 i
[ [ fo g Tewwtem ™
Ot U Yin Syrop o ol 40
Tuckaolory gt of [T fo W e s T
o Has Tig Gl o e 11260
Ancmsias d s e nw MR Teww iR T
Ty
Tickacio? wyradk o (4 nao M BXD Pmewdtm L
e to dium o ot 1410
b o o L] Moo e - "
Yen Solmaie Tkt
Techaciogy apyrace of ke, nm N Am teaw e, Ta
i sad piryics s rom ok 40
Techacor) myrvie o o DI Tewew TR T
oy vrkibenn o pta 130
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The net procecds from the issue of A shares were approximately

Note;

. RMB 737,990,000. The portion excezded the budgeled proceeds
amounted (o approximately RMB29.690,000 waa used as
additonal working capital.

582 Change in the proposed use of the proceeds lrom issving A
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) D Applicablc

shares

u Not applicable
Change in the Board’s business plan

3 Applicabie Not applicable

5.10 Early warning and the explanation for negative impact on

profit for the next reporting period, or significant profit
fluctustion in comparison to the same period of 2003

Applicable [} Not applicable

Due to severe competition in the domestic pharmaceutical
market, the operating result of Guangzhou Chinese Medicine
Corporation, 8 subsidiaty of the Company, decreased
significantly, In addition, provision was made for part of its
inventory. The above factors resulted in net profit of the Group
decreased by 66.02% comparing with amount in the same period

* of 2003 and are furecasted to have significant impact on the
.. operating result of the Group in the next reporting period.

s.a1

5.12

6.
6.1
6.1.1

6.3

6.2

6.3

on the

lified abini

The Board’s expl i issued by

the auditors
{Z]  Applicable

The Board's explanation on Lhe new status and settlement
of issues raised ln qualified audit report of 2003 Issued by

Not applicable

. auditors

O Apphcable
MAJOR EVENTS

Acquisition, disposal of assets and rssets restructuring

Not applicable

Acquiéiliun of or injection into assets
Applicable - D Not applicable

e iy

Crmtrities w

O oul prety

o e e

it Commtet
o st D
—n sy * hoquto Tt [T -
I inction b o e peried (7w, el Priceg pakcy
515 o e apty crem of | B ol - -
ooy Thoy Kang nmm
Purveconica Ga. Lo .
19 o e spury i o UL - iy 00 LT T
[ ] un® T
Yig Ry Mrtaing G, Lt
hormarty taows
O At
Yo bang Wartrmg Cac L}

Sal:s or dlsposal of assets

O Apphcablc

Progress and effect on operaung result and ﬁnancxal position —
after the q ion, d 1 of asscts and
assets restructuring progmsa occurred.

7]  Applicable . Not applicable
Significant guarantees
Applicable D Not applicable

Not. nppiicable
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During the repcrtmg pcnod the funds provided bclween the
Company and its subsidiaries, which include accounts receivable
and other receivables, was RMB765,262.97 and total bulancex
were RMB (4,423, 121 36.
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- Guangzhou Pharmaceutical Company Limited
(a joint stock campany with timited liability established in the Peaple’s Republic of China)
(Stock Code: 0874)
- SUMMARY OF INTERIM REPORT FOR
. 6.4 Significant litigation or arbitration 6.19 The Audit Committee is constituted by three independent 1 Seg information
f f non-executive Direclors, one of which is a qualified . . . . .
J A?P"Cab“ Not applicable o accountant. The Audit Committee has reviewed the The Group is organised into the following business segments:
6.5  Explanetion on impact and settlement of other significant accounting policies, accounting regulations and methods »  Manufacturing ¢ of Chinese Patent Medicine ("CPM")
matlers adopted by the Company, and discussed with management
[CJ  Applicable Not applicable about the audit, internal controls and finencial reporting. ‘ Wholesale of Western pharmaceutical products, CPM.
6.6  During the reporting period, the number of the Com , The Committee also reviewed the unaudited Interim Chinese raw ”‘Cd‘d“" and medical apparatus
y » he o ompany’s fi ial reports for the s ths ended 30th June 2004,
employees was approximately 8,973, The remuneration 7 I;T:JMNCIA!:JOREPOOK-RTS x months Ju - ¢ g:.""l of wes;rnl ph”;"“?“i“ prod‘u:ls, CPM.
policy of the employees had no material changes comparing : A " inese raw medicine and medical apparatus
with that of the previous reporting period, Staff cost for the  7:1  Audit opinlon . Import and export of weslern pharmaceutical products
fiest half of 2004 was RMB 299,976,000, Financial report Unaudited . : : f
PU . " Other operations of the Group mainly comprise holding of
6.7  Liquidity, financial resources and capital structure 7.2 Profit and loss account for the Group and the Company with investment properties and investment securitics, neither of which
As al 30th June 2004, the current ratio of the Group was .59, a ;uﬂparn;i,ve figures 4 Profi c are of a sufficient size to be separately reported.
and quick ratio was 1.18. Accounts receivable turnover rate was ) -Profit and loss account and Profit Appropriation Stalement o i 5 '
8.66, and inventory turnover rate was 6.75, representing a the Group and the Company for the reporting period prepared Cn;n:lysl:sc;f ::e (l.‘:lroupfso;r::nll.ue and results for the period
decrease of 6.12% and 3.62% respectively compared wilh the in accordance with PRC Accounting Standards and Systems Y BUSINESS SEEMENt 13 28 ks
same period of 2003. Profit and loss account and Profit Appropriation Statement s e onded 205 Joue T
As al 30th June 2004, long-term borrowings of the Group The Groep Toe Compary lnaths
amounted to RMB 127,180,000 (as at 31st December 2003: o paing Thmme o Theew st s et
RMB107.180,000). These borrowings are fixed interest loans i il ) rping el perid o 350 i d o bk
denominated in RMB, of which RMB47,680,000 are repayable s e " ey Tma R
in 2005 and RMB79,500,000 repayable in 2006. As at 30th June Bl wa tma s L2 - amm
2004, cash and cash equivalents of the Group amounted to Reveseu froe e speracom AR AL - - ] a0 o e - pm -
RMB861.010.000, of which 97.49% is denominaled in RMB Lem: Com of mia spriom JEL TSR MY ) - - -
and 2.51% is denominated in Hong Kong doliars. Lo s wd o o4 it perions M e - - Tl satogn 12 10 .0 [ )
. . B Frot trom mela panrtve LoRiAR T ) P11 AN - - : .7 | N
6.8 CEPI“LI e‘Pend“urE o a Aat: Profa from @her coeraon RIS B0 1948800 1010007y * Scpme ks nu e Ly L tatm e
The Group exp d that capital expendi for the year 2004 Lo St evmaaes MamenE I - - B
i will be approximately RMB367 “million (2003: RMB2363 . Lo Govors sad minmrmiv ooy MOATATS LININM umme remane b ol S P Ay
. million) end actual expenditure in the first haif of 2004 amounted Lese: Fnmcil ctprames (o] MaseaaT AdsmST (g . .
i to RMB 120 miilion (the same period in 2003: RMB 136 million). Oprstng polt KIS NS SIS s Openigpnia . ’ m
o ‘The Group has sufficient financial resources to meet lhe demand Add: rvcaet I s} [ X T TR EITR Ve ST BT YT YT jie, e . L
' for capitzl expenditure and daily working copital. v At Sty e - mmn - - : ’:::““"'
' 6.9  Exposure to fluctuations in exchange rate M Non s vame R b S L p—
. . Lats. Mow-cperiting o peses WNTanys LY, 3 8 L A L
As the mpjority of the revenue, expenses, assets and Ilabrlmr.s P VOSASSS  ULMABE MM RemR g on m
. of the Groupl are denominated in RMB, the Group does not have Lot focome at L TV RPN - - -
i significant risk in exposure to fluctuations in exchange rate. Lo Moy e Coumis Lowse - - oininat ‘:'::’
: 6.10 Contingent liabilities B gt MR RN MR RRURSE [r— oam
ing A 3
Upto 30th June 2004, the Group has no significant contingent ::::::ww rum-\:\ mxual_ w-mu: m' w“: it
liabilities. et G UGRIILH NS MOIN I » ek, .
6.11 Charge on the group assets L Troair o Rmscry swplm remres - -~ - - _—
As at 30th June 2004, the net book value of fixed assets pledged “'M':"‘""H N - - - e et X b 31
as security for bank loans granted to the Group amounted o Lo Tl b v et - 2 - - bt
i RMB 105,440,000 Lent: Tramer v resarn Fond - - - - anafactaring Wimtgmly ] o Biraian Covey
\ ' N : L Exmprive ctpunsion fred - - - - oo oo 0 7] IO - e
[ 6.12 The Board does not recommend the payment of a dividend ot oty et 0 bt - - - - .
; for the six months ended 30th June 2004 nor propose any Yot Bttt 0 b [T RETTTE U VY TR v ) baind A
! increase in share capital from the capilallsatjon of capital Lot v s e s - - - - i RE - Lual - mm e =AM
reserve. . Lo Tt dionny aepie tares - - ~ _ et mn 1o’ ue - oum -
- 6.13 During the reporting period, there was no significant Lo Didend b oy It e el Tt ot uoan s mgs Gup)  mam
: disposal of assets, or merger and ncquigition activities Lo Dvidat fr iy sera : - =
L oecurred in the Company, subsidiaries or associated e e el = - = - epmen o we  Cam O am 30 may e
t‘ COmpﬂl’IlZS. Ratmiasd mrtiog ERUNTE LT 08 LI N nLINsI &
3 (2),  Extract from the interim financial report prepared in accordance Uratiecad s o ' (=0
H 6.14  Purchase, sale or redemption of shares with Hong Kong Statement of Standard Accounting Practice ot s
v Neither of the Company or any of its subsidiaries had redeemed, 25 ("Interim Financial Reporting™) Operiog ot d
- sold, purchased or cancelled any of the Company's shares during CONDENSED CONSOLIDATED PROFIT vt comy . -]
: the reporting period. AND LOSS ACCOUNT ettt :
! 6.15 Bank loans, overdrafl and other Joans For the six months en)dcd 30th June 2004 :‘____
' Up to 30th June 2004, long-term bank loans increased by PR . Six mon&n:::&fdwm June i o) ]
. RMB20,000,000 and current portion of long-term liabilities v . . 2003 Amced i W, Wt
[ decreased by RMB10.000,000. Short-term loans increased by Nore RMB'000 RHE'000 ) _
: RMB 24,890,000 compared with 2003, ol o e . HL
6 . . Tumover t 3990729 1577402 st A
-16 Geariny ratio Cost of sales (3.212460) (2880.194) O e
Up to 30th June 2004, the Group’s gearing ratio (total Habilities/ T Tocein ' D
total assels x 100% ) was 46.68% (3 [th December 2003: s prof e T il ,
a a4 : ° Other revenues 30358 27,19 .
! .84%). There have been no material adverse changes in the Distribution, administrative and  drtwian . ——
v caring ratio of the Group compared with 2003, ali ’
8 othes operaling expenses (637,336) (566,426} 2 Operating proﬂl
R 6.17 Compliance with the code of best practice Operating profit 3 m “'m—‘os o " ed f h foll
: Throughout the reporting peried, the Directors of the Company Finance costa (22482) (15,607) perating profit Iv stated after charging the following:
were not aware of any information that would reasonably Share of profuus Jess losses of ‘ Sia months ended 30th June
indicate that the Company was not in compliance with the Code Jointly contralled entities - (225) . I © a0
~ of Best Praclice as set out in Appendix 14 to the Listing Rules Associnted companics (239) 181 e RMB'000 RMB'000
of HKEX Proftbefore taxation BN Tl Depreciation and smortisation
6.18 Siandard code of the Company's directors® and supervisors’ Taxation 3 (45,438) {62.227) of fixed assels ’ s, . @1
securitics transactions (the *Standard Code”) . Amonisation of intangible assets . |, 5,446 528
K R X Profit after taxstion 43,082 95.507 Loss on di of fixed assets : 057 1676
During.the reporting period, the Company had adopted a set of Minority interesis {9,006) (8,405} N isposal of fix pal L g . v
code of conducts which is not below the standard of the Standard . —— —— Impairment M“r - .
Code. Afier apecific inquiry to all Directors, all the Company’s Profit auributable 1o sharcholders Y} —l investment servrilics 2 -
Directors complied with Directors' securities transaction " Dividend -} 4 43,684 48,654 Welte-dowm of ivenoris o
standard which was prescribed in the Standard Code, and no 5 : ' —_— — Coglad
exceptional case was noted. Eamings pet there 3 RMBO.042 RMBO.112 ~ 29957 34583
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RHERRGARAE
-Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability established in the People’s Republic of China)
(Stock Code: 0874)
3 Taxation % of equity 5. the proposal for remuneration of the independent directors and
Enterprise income tax of the People’s Republic of China (the ’ Dateof l;'::; :; external supervisors for the year 2004 of the Company;
I:RC ) has been provided at the rate of 33% (2003: 33%) on 2cquisition reporting The Third Section of the Board of Directors and the Supervisory
¢ estimated assessable profit for the period. Companies Name of [ovest " riod . . i 4
comprising the Group that are incorporated outside the PRC ame of [nvesier or injection pe Committee of the Company were formed by way of election at
: first Extreordinary General Meeting of the Company of the
are liable to pay income tax on their taxable income in Guangi Ying Kang Pharmaceutical Co., Ltd 200441 5i% the fi ary pany of the
accordance with the tax laws of the countries in which they Guangzhou Pharmaccutics Ying Bang - year 2004. The proposal for the total amount of remuneration
operate. Mlikﬂin Co 118 foig ‘Js 15 : _ of directors and supervisors for the year 2004 was considered
, . G 8 Pn - tonginal namely . ‘and passed at the 29th meeting of the Second Section of the
The amount of taxation charged (o the condensed consolidated H“:‘_ﬂzﬁ 4 ldm\Ym“S"l keing Co. Li, - % ' Board of Directors and the 2003 Annual General Meeting. .
profit and loss account represents: oiging Limited Ying Bang Markeling Co. Lid) - 5t ' Remuneration of the independent directors and cxternal :
Six months ended 30th June ) supervisors for the y:ar 2004 of the Company was resolved as
2004 2003 Froa dok of scidion follows:
Rgon e R (1) Each of the independ ive di f th
. 30 b 2000 repotog prad e ch of the independent non-executive directors of the
C""“[:‘RIEX"’ID" - - 52038 0,157 : tachuti: Third Section of the Board of Directors of the Company
De’f;-md caterpase income " g Ted  lacbises e f— Ted ™ who are residents of Hong Kong or Mainland residents
taxation relating (o the .
origination and reversal of Pame o iovatae -t et o Widie  beide ] e are entitied to an emolument of RMBS50,000 per annum
lznfpmry differences (0.450) 142 ’ (inclusive of tax). Each of the independent non-executive
— —_ Guuaga! Ying Lang directors who are members of the Audit Commitiee of
45,488 62,18) Parmwmicl . the Board of Directors are entitled 1o an emolument of
' ' Cale @HATISI0  WDLAING  AANIOLIS  MIMSHE s
1 1) A1, 1001 Wik ®,150.08) H 1
Share of taxation atributable to RMB30,000 per annum (inclusive of tax).
associated companies - 4 Parmamial (2) Each of the external supervisors are entitled to an
Tuxation charge 45,488 62977 :’::: emolument of RMB30,000 per annum (inclusive of tax).
The taxation on the Group’s profit before taxatien differs from O Lt sl 6. the proposal for convening'Zmd‘seccnd Extrnorqinnry General -
the theoretical amount that would arise using the taxation rate b Oom Mezting (the date of convening will be announced in duc course).
of the PRC enterprise income tax as follows: ’
s by Nt il ' The Board of Directors
ix moaths ended 3th J‘";'Bo] ::“‘ Gusngzhou Phanmnaceutical Company Limited
N S
RMEB'000 RMB'000 T8y PIUGAIE IMING DAL DR RGN %D Guangzhou, the PRC, 27 August 2004 .
Profit before taxation 88,570 161,734 7.3.3 Not 1 -8t i itors’ .
. —_— —_— 3 Notes to the non-standard unqualified auditors” report As at the dete of this announcement, the Board comprises Mr. Cai
Caiculated &t 8 taxation rate O Applicable Not applicable Zhixiang, Mr. Zhou Yuejin, Mr. Feng Zansheng as executive directors,
of 33% (2003: 33%) 29228 531 and Mr. Wu Zhang, Mr, Wong Hin Wing and Mr. Zhang Heyong s |
Effect of differen Lasation . independent non-executive directors,
raies in & subsidiary {1,201) (1.223) G hou Phar ical Company Limited : e
Expenses nat deductible for Cai Zhixiang
taxation purposes 17464 11819
Tax refund - (1841} 27th August 2004
P The Stock Erchange of Hong Kong Limited takes no responsibility for
Tusaion charge Aﬁz SL] the contents of this makes no repr tion as to its
4 Dividend accuracy or compleieness and expressly disclaims any liability
si hs ended 30th ) L o whatsoever for any loss howsoever arising from or in reliance upon
iz months en ‘”;50 The Stock Exchange of Hong Kong Limited takes no responsibility for  (he whole or any part of the contents of this announcement.
RMBZ'{O)O?:' RMB‘OO; the contents of this announcement, makes no representation as 1o its
accuracy or completeness and expressly disclaims any liability :
2003 final dividead, psid, of RMB 0.06 whatsaever for any loss howsoever arising from or in reliance upon ANNQUNCEMNT OF RESOLUTIONS PASSED AT
(2002 final dividend, paid, of RMB 0.06) the whole or any part of the contents of this announcement, THE SECOND MEETING OF THE THIRD SECTION
sh 4 OF THE SUPERVISORY COMMITTEE
per shure 8,654 48654
. SN o ANNOUNCEMENT OF THE RESOLUTIONS PASSED
Ata meeting held on 20(h March 2004, (he directors proposed AT THE THIRD MEETING OF THE THIRD SECTION  IT IS HEREBY ANNOUNCED THAT the second meeting of the
E ina bM27)r(1)3°wh‘ h Wi s pg;gha;e f°”d°1y°]”2e80§r3 )5_; OF THE BOARD OF DIRECTORS Third ‘Section of the Supervisory Committee of Guangzhou i
eeember < Which was paid ia June and July or Pharmaceutical Company Limited (the “Company”) was held on 27
and A shares respectlively and has been refiected as an N . A 2004 i £ the C he Conf R
appropriation of retained carmings for the six months ended 30th The Company and all members of the Board of the Directors hereby ugust at the office o the Company at the Con crence Room,
June 2004, confirm the truthfulness, accuracy and completeness of the contents “2nd _ﬂoor, 45 Sha Mian N‘“‘““ Street, Gunlngzhou‘ The meeting was
. . . of this announcement and jointly accept full responsibility for any presided by Mr. Chen Cenying, the Chairman of the Supervisory
The Directors do not recommend the payment of interim  fajse representation, misleading statement or material omission ~ Committee. Three supervisors were eligible to attend the meeting and
dividend for the six months ended 30th June 2004. herein contained. two of them attended the meeting. Mr. Zhong Yugan, a supervisor of
. the Company, appointed Mr. Quyang Qiang to attend and vote on his
5 :‘““"‘g’ per share IT4S HEREBY ANNOUNCED THAT the third meeting of the THixd  behalf. Tae mesting was in compliance wah the req of the
e calculation of earnings per share is based on the Group's Section of the Beard of Directors (the “Board”) of Guangzhou Company Law and the Articl of Associzt on of the Company. The -
profit atiributable (o shareholders of RMB34,076,000 (2003: Pharmaceutical Company Limited (the “Company”) was held at the folloifn: resol:v:ons tverefo:s:ﬂcmd ::; PIB-S,;; at fhc mel:\‘m); .
RMB91,102,000) and the weighted average number of  office of the Compuny at the Conference Ruom. 2nd Floor, 45 Sha g
- 810,900,000 shares (2003: 810,900,000 shures) in issue during Mian North Street, Guangzhou on 27 August 2004, Six directors were 1, the 2004 interim rcpon of the Company;
the period. eligible to attend the meeting and the six of them attended the meeting. AT
N Mr. Wong Hin Wing and Mr. Wu Zhang, two directors of the Company, 2. . the unaudited financial statements of the Cornpnny for the first
73 Notes to the account atiended the meeting by way of teleconference, The meeting was half of 2004; . ;
7.3.1 Explain the contents, reasons and impact, if there was change  presided by Mr., Cai Zhixiang. The supervisors and senior management [ B
of accounting policies, change of accounting estimation or of the Company were present at the meeting. The meeting was in 3. the opinion of the Audit Committze on the 2004 interim report
accounting errors. compliance with the requirements of the Company Law and the Anticles” . of the Compa.ny,
[  Applicavt Not applicabl of Association of the Company. Aficr detaited discussions, the following ot .
pplicable ot applicable matters were considered and usly app. d by the directorsat 4. the proposed subacnpuon of newly issued ahan-.s ofOuangzhou !
7.3.2 Explain the reasons and impact, if there was significant change the meeting: Hanfang Modem Chinese Medicine Research and Development -
of scope of consolidation. ' the 2004 interi ofthe C Limited (3 3877 B4 b DR BT X BB 37 /A 7)) by Guangzhou
. . . e interim report of the Company; ; imi
@ - Applicable [ Not applicable P Pharmaceutical Company Limited.
b 2. the unaudited financial statements of the Company for the first r
uring the reporting pernoa two more subsidiaries were included half of 2004; . The Supcrwsory Commmcc
ia the Group's idation scope. In accord with the rules ’ G 3 Phar | Company Limited
of Ministry of Finance{1998]No.66 “Questions and Answers 3, the opinion of the Audit Committee on the 2004 interim report 1
conceming implementing Accounting Standards and Accounting mpany: uangzhou, the ugust
‘l A Standards and A of the Company; Guangzh h PRC 27Ag 2004
Systems of joint stock company”, the injection date of Ying ‘ !
Kang Pharmaceutica! Co., Ltd or acquisition date of Guangzhou 4. - the proposed subscription of newly issued shares of Guangzhou  As al the date of lhw mnouncemem the Board compmc-" Mr. CBI
Pharmaceutical Group Yingbang Marketing Co., L.td the date Hanfang Modern Chinese Medicine Research and Development  Zhixiang, Mr. Zhou Yuejin, Mr. Feng Zansheng as executive directors, ...
that the controf on the investees' net assets and operations was Limited (RHBARAPEARMBHABMLE)by  and Mr. Wu Zhang, Mr. Wong Hin Wing and Mr. Zhang Heyong as
substantially transferred to the invester, ~ Guangzhou Pharmaceutical Company Limited; ;. independent non-executive directors. .
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* The terms of the Subscription Agr includi
. arived at after arm’s length negotiation between the Company and the other Hanfang Shareholders after
- taking into account (i) the factors set out in the paragraph headed “Reasons for the Subscription” below; (ii)

The Stock Exchange of Hong Kong Limited iakes no responsihility for the contents of this announcement, makes nu represeniciion as to its accuracy or completeness and expressiy disclaims any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents. of this announcement.
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Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability established in the People’s Republic of China)

(Stock Code: 0874)

CONNECTED TRANSACTION:
SUBSCRIPTION OF NEW SHARES
IN A NON WHOLLY-OWNED SUBSIDIARY

On 27 August 2004, ali of the Hanfang Shareholders entered into the Subscription Agreement whereby
the Company conditionally agreed to subseribe for the Subscription Shares, being 44,480,000 new Hanfang
Shares, at RMBI per Share. The Subscription Shares represent about 53% of the existing registered
|| capital of Guangzhou Hanfang and about 35% of the registered capital of Guangzhou Hanfang as enlurged
by the Subscription, The Company currently holds about 54.03% interest in Guangzhou Hanfang.
Immedialely upon completion of the Subscnpnon. the Company's interest in Guangzhou Hanfang will
increase to about 70.04%.

The consideration of RMB per Subscription Share represents a premium of approximately 17.6% over
the net asset value per Hanfang Share of about RMBQ.85 as at 31 December 2003,

GPHL., the Company’s controlling shareholder which holds about 63.26% shareholding interest in the
Company, has approximately 30.78% shareholding interest in Guangzhou Hanfang. Actordingly, the
Subscription which involves the Company acquiring further interest in Guangzhou Hanfang constitutes
a connected transaction of the Company as defined in the respective listing rules of the Stock Exchange
of Hong Kong Limited and the Shanghai Stock Exchange.

The Subscription Agreement will become effective upon approval by the Shareholders at the Company's
general meeting. According (o the Listing Rules, the Subscription Agreement is subject to the [ndependent
Shareholders' approval. The Direclors propose 10 seek the Independent Shareholders’ approval of the
Subscription Agreement in the EGM. GPHL and its associates will abstain from voting at the EGM in
relation to the Subscription Agreement.

The Independent Board Committee will be formed to consider the Subscription and the terms of the
Subscription Agreement, and an independent financial adviser will be appointed to advise the [ndependent
Board Committee on those issues. A circular containing, among other things, details of the Subscription
Agreement, the recor Jation of the Independent Board Commitlce, the advice of its independent
financial adviser and the notice of the EGM will be dispatched Lo the Shareholders as soon as pracucnble
This announcement will be published mrnullnncous\y at the Shanghai Stock Exchange.

SUBSCRIPTION AGREEMENT

Date

27 August 2004

Parties s
(a)

‘Subscriber of the Subscription Shares:

The Company, which is one of the Hanfang Sharcholdcrs by holding about 54.03% of the existing
registered capital of Guangzhou Hanfang and there is no other subscriber in the Subscription.

Other parties:

The other 11 Hanfang Sharcholders, which in aggregate hold about 45.97% of the existing registered
capital of Guangzhou Hanfang. Please refer to the paragraph headed "Shareholding steucture of
Guangzhou Hanfang” for details of the Hanfang Shareholders. The other | 1 Hanfang Shareholders

have agreed to waive the pre-emptive rights to subscribe for the Subscription Shares in proportion to
their existing respective shareholdings in Guangzhou Hanfang,

The Subscription

Pursuant to the Subscription Agreement, all the Hanfang Shareholders, being the Company and the other 11 -

Hanfang Shareholders, have agreed to increase the registered capital of Guangzhou Hanfang by way of
subscription by the Company for the Subscription Shares, being 44,480,000 new Hanfang Shares, The
Subscription Shares represent about 53% of the existing registered capital of Guangzhou Hanfang and
about 35% of the registered capital of Guangzhou Hanfang as enlarged by the Subscription Shares. The
Company's interest in Guangzhou Hanfang will increase from the current level of 54.03% to about 70.04%
as a result of the Subscription, Currently, the board of directors of Guangzhou Hanfang compriscs 7 dircctors
and the Company has appointed 4 directors (o the existing board of directors of Guangzhou Hanfang, Pursuant
to the Subscription Agreement, the composition of the board of directors will remain unchanged.

GPHL, the Company's controliing shareholder which holds about 63.26% shareholding interest in the
Company, is a substantial shareholder of Guangzhou Hanfang by holding about 30,78% of its existing
registered capital. Accordingly, the Subscription which invelves the Company acquiriftg further interest in
Guangzhou Hanfang constitutes a connected transaction of the Company as defined in the respective listing
rules of tife Stock Exchange of Hong Kong Limited and the Shanghai Stock Exchange,

Consideration

The consideration for the Subscription Shares is RMB1 per Subscription Share. The total consideration in

- the amount of RMB 44,480,000 will be settled by the Company in cash within five business days upon the

effective date of the Subscription Agreement, The total consideration wilt be funded by the internal resources
of the Group. According 1o the terms of the Subscrip(icn Agreement, it will become effective upon approval
by the 1ndependent Shareholders and there is no long stop date for the Subscription. None of the conditions

. of the Subscription Agreement wiil be waivable. As at the date of this announcement, the Company has not
. paid any deposit for the Subsciption,

The consideration of RMB1 per Subscription Share represents a premium of about 17,6% over the net asset

' vaiue per Hanfang Share of about RMBO.85 as at 3] December 2003 (based on the audited net esset value of

Guangzhou Hanfang of about RMB7!.2 million and a total of 83,284,300 Hanfang Shares in issue as at 31
December 2003).

g the ation for the Subscription Shares, were

the subscription by seven Hanfang Sharcholders, being GPHL, Ms. Liu Ju Yan, Mr. Mo Shang Zhi , Mr. Cai

. Xing Chun, Mr. Zhao Xiang Yong and Mr. Ge Fa Huan, for Hanfang Shares in February 2003 at a consideration

of RMB1 per Hanfang Share, which represented a premium of about 18.9% over the audited net asset value
per Hanfang Share of approximately RMB0.841 as 831 December 2002; (iii) the net asset valtue per Hanfang

Share of approximately RMBO0.85 as at 31 December 2003; and {iv) the nominal value of Hanfang Shares of
RMB cach. In addition, having considered the factors set out in the paragraph headed “Reasons for the
Subscription™ below, the Directors consider that the Subscription is in the interest of the Company and the
Shareholders as & whole, and the terms of the Subscription Agreement are fair and reasonable.

Restriction on the transfer of the Subscription Shares

The Company and Huadong Chinese Medicine, which are interested in approximately 70.04% and
approximately 3.91% of the registered capital of Guangzhou Hanfang, respectively, following completion
of the Subscription Agreement, are restricted from disposing of, transferring or pledging the Hanfang Sharcs
owned by them within 3 years from the date of the Subscnpuun Agreement, being 27 August 2004, unless
otherwise agreed by all the Hanfang Sharcholders, The remaining Hanfang Shnreholdcrs are not subject to
such restriction on disposal, transfer or pledge of their Hanfang Shares.

The Company provides resources, other than technical know-how, and Huadong Chinese Medicine provides
technical know-how for the research and development of the Chinese medicines for the Project. The Directors
consider that both pam:x are critical for the successfut implementation of the Project and continucus research
and development in Chinese medicines and their production methods conducted by Guangzhou Hanfang
are of strategic importance to the Group. In view of the above and in order to demonstrate comsitments to
the Project by the Company and Huadong Chinese Medi the Directors consider that the restriction on
the transfer of the Subscription Shares is fair and reasonable and in the interest of the Company and the
Shareholders as a whole. GPHL, through GPHL’s shareholding in the Company which provides resources,
other than technical know-how, o Guangzhou Hanfang. Therefore, the Directors consider that it is fair and
reasonable for not to spply restriction on the transfer of its holding of Hanfang Shares, As the shareholdings
of shareholders of Guangzhou Hanfang, other than the Company, Huadong Chinese Medicine and GPHL,
are insignificant, the Directors consider that it is fair and reasonable for not to apply the restriction on the
wransfer of their respective shareholdings in Hanfang Shares.

Completion

The Subscription is expected to be completed on the date when the new business license of Guangzhou
Hanfang (reflecting its new registered capital and its new shareholding structure) is issued by R L
T HIR/A (Guangzhou [ndustrial and Commerce Administration Bureau). It is expected that the new
business license of Guangzhou Hanfang will be issued not {ater than 30 business days from the date of the
Independent Shareholders’ approval of the Subscription. .

Shareholding structure of Guangzhou Hanfang

Set out below is the shareholding structure of Guangzhou Hanfang immedietely before and after completion
of the Subscription:

Immediately after the
coropletion of the Subscription

Immediately before the

Hanfang Shareholders comnpletion of the Subscription

No. of - No.of
Haonfang Shares Approximate®  Hanfang Shares Approzimate%®
The Company 45,000,000 54.03 89,480,000 70.04
R BEE
(Guangzhou Chen Li Ji
Pharmaceutical Factory) (Note 1) 2,000,000 240 2,000,000 1.57
R G—ERTRLAE :
(Guangzhou Zhongyi
Pharmaceutical Co., Lid) (Note 2) 1,000,000 1.20 1,000,000 0.78
R G (B RBFRLA .
(Guangzhou Jing Xiu Tang
{Pharmaceuticzl} Co., Ltd) (Note 3) 850,000 1.02 850,000 0.67
BRCA Y8 B T R A AT '
(Guangzhou Phannaceutical
Industrial Research Institute) (Note 4) 1,150.000 139 1,150,000 0.90
RUCHTEIARMARRELT
(Huadong Chinese Medicine) {Note 5) 5,000,000 6.00 5,000,000 39
GPHL 25,634,200 30,78 25,634,300 20.06
Ms. Liu Jn Yan (Note 6) 600,000 0.72 600,000 0.47
Mr. Mo Shang 2hi (Note 6) 550,000 Q.66 550,000 043
Mr. Cat Xing Chun (Note 6} 500,000 0.60 500,000 0.3%
M. Zhao Xiang Yong {Not= 7) 500,000 0.60 500,000 0.39
Mr. Ge Fs Huan (Note 7) 500,000 0.60 500,000 0.3%
Total £3.284.300 100.00 127,764 300 100.00
Notes: ,
1. R BRI (G hou Chen Li Ji Phan ical Factory) Isa whoﬂywned wbndm'y of the Company..
2. H)H-# MRAH R EG Zhongyl Ph Co udzu-m %%wrndluhadnryo(d:Cmnp‘ny

3. mmmx: (ER) REFML H (Guangzhou Jing Xiu 'm; (Phlmnczuu:d) Co., Ltd) is a 88.40% owned
subsidiary of the Company.

4, FRAH FIT R T M EA YR (Guangzhou Pharmaceutical Industrial Rescarch Institute) is » wholly-owned subsidiary of
GPHL and a connected person (as dafined by the Listing Rutes) of the Company. '

s. SO P B T M AR R AZ 4 Bl (Huadong Chinese Medicine) It an Independznt Third Party.
6. Mr. Liu Ju Yan, Mr. Mo Shang Zhi and Mr. Cai Xing Chun are the e.xewﬂveduu:ten chm;zhou Hanfeng.
7 Mr. Zhao Xing Yong and Mr, Ge Fa Huan are senjor m.unagcmmlo{Guxnpbo.\ Ha.nfung
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" and inlization of the prod

The Stock Exchange of Hang Kang Limited takes no responsibility for the contents of this announcement, makes no represeniation as 1o its accuracy or completeness and :xpne.uly disclaims any liability w)muoev:rfar
any loss howsoever arising from or in reliance upon 1he whole or any part of the contents of this anhouncement.

BEMERRSERAE

Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability established in the People's Republic of China)

(Stock Code: 0874)

CONNECTED TRANSACTION: '
SUBSCRIPTION OF NEW SHARES :
IN A NON WHOLLY-OWNED SUBSIDIARY

INFORMATION ON THE GROUP, GUANGZHOU HANFANG AND GPHL

The Group : -t

The Group is principally engaged in (i) manufacture and sales of Chinese patent medicine; (il) wholesale,
reail, import and export of Western and Chinese pharmaceutical products and various medical apparatus;
and {iii) research and development of natural medicine and b'\ologicpl medicine in the PRC.

Guangzhou Harilang

Guangzhou Hanfang commenced its business operations in 2002, Guangzhou Hanfang is a non wholly-,
" owned subsidiary of the Company and is the main research and development arm of the Group. It is principalty

engaged in the research and development of Chinese patent medicine. As at 31 December 2003 and 30 June.
2004, the audited net asset value and unaudiled net asset value of Guangzhou Hanfang were about RMB71.2:
million and about RMB7 1.1 million, respectively. For the year ended 31 December 2003 and the six months

' ended 30 June 2004, Guangzhou Hanfang recorded audited net loss of about RMB4. 1 million and unaudited

net loss of ebout RMB0.01 million, respectively.
GPHL

GPHL is a state-owned enterprise in the PRC, Since its establishment in 1983, GPHL hes been principally
engaged in lhe development, manufacture and trading of pharmaceutical producis,

REASONS FOR THE SUBSCRIPTION

Guangzhou Hanfang is conducting research of the Project (i.c. “modernized methods for extracting the'
useful ingredients of Chinese medicine™ (R EEM LS REA R BLL{L). The useful ingredients of Chinese
medicine represent the ingredients which are functionally crucial for the Chinese medicine intended (o be
manufactured, Guangzhou Hanfang will apply for patent for each of the products being developed by the
Projeci. AL present, the production of Chinese medicine is largely based on traditional methods, such as
boiling and grinding of herbs. These (raditional methods of Chinese medicine production the medicine is
produced with redundant ingredients that are naturally present in the herbs, which in turn causes inconsistency
in the quality of the medicine since the traditional inethods of production cannot control the proportion of
useful and redundant ingredients. The aim of the Project is Lo develop new production methods that can
extract the useful ingredients from the herbs without the redundant ingredients such that thé medicine produced
will be of higher and consisient quality. Currently, the Project has commenced and the consiruction of
buildings and instaliation of equipment for research and development and production of the products being
devefoped by the Project has been completed. Guangzhou Hangfang has successfully developed the extraction
and purification technology. mainly for two Chinese medicines, namely, Ganoderma Lucidum Spore Oil (B

© E 18T M) and Feng Shi Ping Jiao Nang (VB F B R). Currently, Ganoderma Lucidum Spore Oil is awaiting

product centification from relevant authority of the PRC. Feng Shi Ping Jiao Nang has successfully passed

. the third phase of clinical (esting and is awaiting product certification from relevant authority of the PRC,

Al present, the sales of Ganoderma Lucidum Spore Qil has commenced in Hong Kong since the second half
of 2003 and Guangzhou Hanfang is in the process of applying patent for the product, The sales of Feng Shi
Ping Jiao Nang has not yet commenced as the product is awaiting the product certification from relevant
authority of the PRC and Guangzhou Hanfang has applled patent for the product. The sale of Feng Shi Ping
Slao Nang is expected 1o commence in 2005,

In view of the two Chinese medicines being succ:s."-ful!y developed by the Project, the Directors consider

" that the Project can broaden the products of the Group. In addition, the Direclors are of the view that

continuous research and developmeat in Chinese medicine and their production methods currently conducted

- by Guangzhou Hanfang at present, are of strategic importance to the Group. In order to stay competitive, in
- the market in the long run, continuous research and development is essential for the Group. Therefore, in

view of the above, the Directors consider that the Subscription strengthens the Group’s ability in research
and development and the Group can benefit from commercialization of the products being developed by the
Project, The Directors consider that the Subscription is in the interest of the Shareholders as a whole.

Setting out below is the financial information of Guangzhou Ranfang (which is prepared in accordance with
the PRC accounting standards):

As at As at As at

31 December 31 December 30 June

02 2003 2004

RMB'000 RMB'000- RMB'000

(Audited) . {Audited} (Unaudited)

Net asset value 42,052 71,205 71,109
Loss before tax - 7_,123 N 4,130 - 96
Loss after ax '7,123 4,130 96

Guangzhou Hanfang recorded audited nex loss of about RMB4. 1 million for the year ended 31 December
2003, which represented a decrease of about 42.3% as compared with the audited net loss of about RMB7?. |
miltion for the year ended 31 December 2002, The unaudited net loss of Guangzhou Hanfang for the six
months ended 30 June 2004 amounted to about HK$0.01 million, which represented a decrease of about

99.7% as compared with the unaudited net loss of about RMB3.6 million of the corresponding period in |

2003, The Directors consider Lhat such improvement in the financial results of Guangzhou Hanfang was
mainly due to commercializalion of Ganoderma Lucidum Spore Oil during the second half of 2003,
Guangzhou Hanfang intends to apply the proceeds of the Subscription for further reséarch and development
being developed by the Project.

" Having conslducd the factors sct out in this paragraph, the Dtmclor! consider that the terms of the Subscnpuon

_are fair and reasonable and are under normal commercial terms. The Directors are of the opinion that the
Subscription is in the interest of the Company and the Sharehalders as a whole.

~ GENERAL . -
' GPML, the Company’s controllmg sharcholder which holds about 63 26% shareholding interest in the

L

Company, i8 a al of G hou Hanfang by holding about 30.78% of its existing
registered capilal, Accordlngly, the Subscnpuon which involves the Company acqumng further interest in
Guangzhou Hanfang consti ion of the Ci y as defined in the respective listing

rules of the Stock Bxchange of Hong Kong Limited and the Shanghrag Stock Bxchange.

The Subscription Agreement will become effective upon app 1 by the Sharcholders at the Compeny's
general meeting. According to the Listing Rules, the Subscription Agreement is subject to the Independent ; -
Sharcholders’ approval. The Directors propose to seck the Independent Shareholders” approval of the ©
Subscription Agreement at the EGM. GPHL and xu ussociales will nbstam from vonng at the EGM in
relation to the Subscription Agreement. v
The Independent Board Committee will be formed o ccnsid:r the Subscription und the terms of u:e
Subscription Agreement, and an independent financial adviser will be appointed to advise the lndependent ;.
Board Committee on those issues, A circular containing, emong other things, details of the Subscription
Agreement, the r dation of the Independent Board Ce i the advice of its ifndependent financial
adviser and the notice of the EGM will be dispatched to lhe Shnreholders a8 300N as pra:ucable This
wil] be published 1 1y at the Shang| SlockF .
DEFINITIONS 0

In this announcement, unless the context otherwise requues. the following expressmns have the following
tmeanings; .

si

- the board of Directors

“Board” .
“Company” B AL 6 7 R F) (G hou Pharr ical C y Limited),
. a company incorporated in the PRC the securities of which are listed on

The Stock Exchange of Hung Kong Limited and the Shnnghni Stock
Exchange

“Directors” the directors of the Company

“EGM™ the extraordinary gencral meeting of the Company to be convened
consider and approve the Subscription Agreement

“Group” the Company and its subsidiaries

“GPHL" R A B B S8 I A7 BR 2 §) (Guangzhou Phar tical Holdi Llr[med),

& statc-owned company incorporated in the PRC ond the con(ro]rig*-
- sharcholdee. of, the, Company. which cprr n(ly holds aboul 63 26%:
shareholding interes in the Compahy M o

RARFARTBHERABRARAA (Guan;l_tl\:gg_ﬂW
Chinese Medicine Research and Dévelopment Limited), a company
incorporated in.the PRC and cum:mly 8 54.03% owned subs:dm.ry of the:

“Guangzhou Hanfang”

. Company L
“Hanfang Share(s)”  unit (units) of RMB( m u;c rcgm:red capital of Guangahou Hanl‘ang
“Hanfang Shareholders” the existing nolders of G hou Hanf;

namely the Compan %

3 B 3= BY IR (Guangzhou Chen Li Ji Pharmaceutical. Factory), 1,

M — B BR8] (Guangzhou Zhongyi Pharmaceutical Co., Ltd),*

RGBS () RGEHERMAT (Guangzhou JTing Xiu Tang,

(Phnrmaccuucal) Co., Lid), fﬂ!ﬁfﬁﬁﬂlﬁﬁﬁﬁ (Guangzhou‘

ical Industrial R itute), ERWAFEITRMRW

ﬁmﬂ{i"i} (Huadong Chinese Medicine), GPHL, Ms. Liu Ju Yan,!

Mr. Mo Shang Zhi, Mr Cai Xing Chun, Mr. Zhao Xnang Yong and Mr.!

Ge Fa Huan . .

EWMPRE PR TBERTH R KL S (Huedong Chmcse Medncme

Engineering Group Lumnad), A compuny incorporated in the PRC and an..

Xndep.ndeanhlrd Party

Board Committee” the independent board of the C: mberonnedwcogsiuerf
the terms of the Subscription . EX

| Shareholders other than GPHL and its associates

an |ndepcndem third pmy which is not connected with Lhc Company o«‘

its subsidiaries, the D s, chief ive or sub i

of the Compuny and its subsidiaries or their respective assocmes (a

defined in the Listing Rules}- -

Rules Governing the, Listing of Securities on The Stock Exchnnge of

Hong Kong Limited 1

“Huadong Chinese Medicine”

“{nd d

“Independent Shareholders™ '
“Independent Third Party”

“Listing Rules”

' . . l

“PRC" the People’s chubhc of China, ; ‘ .

“Project” the project to develop “modernized melhods for extracting the useful
ingredients of Chinese medicine” (*ﬁﬂmﬁ_ﬁl&ﬁﬁﬂﬂ ) :

“RMB" Renminbi, the official currency of the PRC’ ’

hatders of shares of RMB1 each.in the capital of the Company Vou ©

the subscription of the Subscnpuon Shar:s by the Compnny pununn\ la
the Subscnpuon Asreemenl S

“Sharehoiders™
“Subscription™

“Subscription Agreement”” " the subacnpuon agreement dated 27 August 2004 :mercd into among .

the Hanfang Sharcholders
44,480,000 new Hanfang Shares agreed 1o be subscribed by thc Company
pursuant to the Subscnpuon Agreement . . \
o per cent

“Subscription Shares”

e By order of the Board .
: He Shubus
. Compuny Szcrnary

Guangzhou, the PRC, 2 August 2004 .

As at the date of this announcement, the Board comprises Mr Ca: Zhixiang, Mr. Zhou W:j(n. Mr. Feng Zmuhu‘
as executive directors, and Mr. Wu Zhang, Mr. Wong Hin Mng and Mr. Zhang Heyong as mdzpendml ook :
directors. . . (e .
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this

) RMEERGERLH

GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability éstablished in the People's Republic of China)

(Stock Code: 0874)

CONNECTED TRANSACTION:
SUBSCRIPTION OF NEW SHARES
IN A NON WHOLLY-OWNED SUBSIDIARY

On 27 August 2004, all of the Hanfang Shareholders entered into the Subscription Agreement whereby
the Company conditionally agreed to subscribe for the Subscription Shares, being 44,480,000 new Hanfang
Shares, at RMBI1 per Share. The Subscription Shares represent about 53% of the existing registered
capital of Guangzhou Hanfang and about 35% of the registered capital of Guangzhou Hanfang as enlarged
by the Subscription. The Company currently holds about 54.03% interest in Guangzhou Hanfang.
Immediately upon completion of the Subscription, the Company’s interest in Guangzhou Hanfang will
increase to about 70.04%.

The consideration of RMB1 per Subscription Share represents a premium of approximately 17.6% over
the net asset value per Hanfang Share of about RMB0.85 as at 31 December 2003.

GPHL, the Company’s controlling sharcholder which holds about 63.26% sharcholding interest in the
Company, has approximately 30.78% shareholding interest in Guangzhou Hanfang. Accordingly, the
Subscription which involves the Company acquiring further interest in Guangzhou Hanfang constitutes
a connected transaction of the Company as defined in the respective listing rules of the Stock Exchange
of Hong Kong Limited and the Shanghai Stock Exchange.

The Subscription Agreement will become effective upon approval by the Shareholders at the Company’s
general meeting. According to the Listing Rules, the Subscription Agreement is subject to the Independent
Shareholders’ approval. The Directors propose to seck the Independent Shareholders’ approval of the
Subscription Agreement in the EGM. GPHL and its associates will abstain from voting at the EGM in
relation to the Subscription Agreement.

The Independent Board Committee will be formed to consider the Subscription and the terms of the
Subscription Agreement, and an independent financial adviser will be appointed to advise the Independent
Board Committee on those issues. A circular containing, among other things, details of the Subscription
Agreement, the recommendation of the Independent Board Committee, the advice of its independent
financial adviser and the notice of the EGM will be dispatched to the Sharcholders as soon as practicable.
This announcement will be published simultaneously at the Shanghai Stock Exchange.




SUBSCRIPTION AGREEMENT

Date

27 August 2004

Parties

(a)  Subscriber of the Subscription Shares.:

The Company, which is one of the Hanfang Shareholders by holding about 54.03% of the existing
registered capital of Guangzhou Hanfang and there is no other subscriber in the Subscription.

(b)  Other parties:

The other 11 Hanfang Shareholders, which in aggregate hold about 45.97% of the existing registered
capital of Guangzhou Hanfang. Please refer to the paragraph headed “Shareholding structure of
Guangzhou Hanfang” for details of the Hanfang Shareholders. The other {1 Hanfang Shareholders
have agreed to waive the pre-emptive rights to subscribe for the Subscription Shares in proportion to
their existing respective shareholdings in Guangzhou Hanfang.

The Subscription

Pursuant to the Subscription Agreement, all the Hanfang Sharcholders, being the Company and the other 11
Hanfang Sharcholders, have agreed to increase the registered capital of Guangzhou Hanfang by way of
subscription by the Company for the Subscription Shares, being 44,480,000 new Hanfang Shares. The
Subscription Shares represent about 53% of the existing registered capital of Guangzhou Hanfang and
about 35% of the registered capital of Guangzhou Hanfang as enlarged by the Subscription Shares. The
Company’s interest in Guangzhou Hanfang will increase from the current level of 54.03% to about 70.04%
as a result of the Subscription. Currently, the board of directors of Guangzhou Hanfang comprises 7 directors
and the Company has appointed 4 directors to the existing board of directors of Guangzhou Hanfang. Pursuant
to the Subscription Agreement, the composition of the board of directors will remain unchanged.

GPHL, the Company’s controlling shareholder which holds about 63.26% sharcholding interest in the
Company, is a substantial sharcholder of Guangzhou Hanfang by holding about 30.78% of its existing
registered capital. Accordingly, the Subscription which involves the Company acquiring further interest in
Guangzhou Hanfang constitutes a connected transaction of the Company as defined in the respective listing
rules of the Stock Exchange of Hong Kong Limited and the Shanghai Stock Exchange.

Consideration

The consideration for the Subscription Shares is RMBI per Subscription Share. The total constderation in
the amount of RMB 44,480,000 will be settled by the Company in cash within five business days upon the
effective date of the Subscription Agreement. The total consideration will be funded by the internal resources
of the Group. According to the terms of the Subscription Agreement, it will become effective upon approval
by the Independent Shareholders and there is no long stop date for the Subscription. None of the conditions
of the Subscription Agreement will be waivable. As at the date of this announcement, the Company has not
paid any deposit for the Subsciption.

The consideration of RMBI per Subscription Share represents a premium of about 17.6% over the net asset
value per Hanfang Share of about RMBO0.85 as at 31 December 2003 (based on the audited net asset value of
Guangzhou Hanfang of about RMB71.2 million and a total of 83,284,300 Hanfang Shares in issuc as at 31
December 2003).

The terms of the Subscription Agreement, including the consideration for the Subscription Shares, were
arrived at after arm’s length negotiation between the Company and the other Hanfang Shareholders after
taking into account (i) the factors set out in the paragraph headed “Reasons for the Subscription™ below: (i)
the subscription by seven Hantang Sharcholders, being GPHL, Ms. Liu Ju Yan, Mr. Mo Shang Zhi , Mr. Cai
Xing Chun, Mr. Zhao Xiang Yong and Mr. Ge Fa Huan, for Hanfang Shares in February 2003 at a consideration
of RMB1 per Hantang Share, which represented a premium of about 18.9% over the audited net asset value
per Hanfang Share of approximately RMBO0.841 as at 31 December 2002; (iii) the net asset value per Hanfang
Share of approximately RMBO0.85 as at 31 December 2003; and (iv) the nominal value of Hanfang Shares of
RMBI cach. In addition, having considered the factors set out in the paragraph headed “Reasons for the
Subscription™ below, the Directors consider that the Subscription is in the interest of the Company and the
Shareholders as a whole, and the terms of the Subscription Agreement are fair and reasonable.



Restriction on the transfer of the Subscription Shares

The Company and Huadong Chinese Medicine, which are interested in approximately 70.04% and
approximately 3.91% of the registered capital of Guangzhou Hanfang, respectively, following completion
of the Subscription Agreement, are restricted from disposing of, transferring or pledging the Hanfang Shares
owned by them within 3 years from the date of the Subscription Agreement, being 27 August 2004, unless
otherwise agreed by all the Hanfang Shareholders. The remaining Hanfang Shareholders are not subject to
such restriction on disposal, transfer or pledge of their Hanfang Shares.

The Company provides resources, other than technical know-how, and Huadong Chinese Medicine provides
technical know-how for the research and development of the Chinese medicines for the Project. The Directors
consider that both parties are critical for the successful implementation of the Project and continuous research
and development in Chinese medicines and their production methods conducted by Guangzhou Hanfang
are of strategic importance to the Group. In view of the above and in order to demonstrate commitments to
the Project by the Company and Huadong Chinese Medicine, the Directors consider that the restriction on
the transfer of the Subscription Shares is fair and reasonable and in the interest of the Company and the
Shareholders as a whole. GPHL, through GPHL’s shareholding in the Company which provides resources,
other than technical know-how, to Guangzhou Hanfang. Therefore, the Directors consider that it is fair and
reasonable for not to apply restriction on the transfer of its holding of Hanfang Shares. As the shareholdings
of shareholders of Guangzhou Hanfang, other than the Company, Huadong Chinese Medicine and GPHL,
are insignificant, the Directors consider that it is fair and reasonable for not to apply the restriction on the
transfer of their respective shareholdings in Hanfang Shares.

Completion

The Subscription is expected to be completed on the date when the new business license of Guangzhou
Hanfang (reflecting its new registered capital and its new shareholding structure) is issued by F& JH 71 T/
TEUEHE S (Guangzhou Industrial and Commerce Administration Bureau). It is expected that the new
business license of Guangzhou Hanfang will be issued not later than 30 business days from the date of the
Independent Shareholders’ approval of the Subscription.

Shareholding structure of Guangzhou Hanfang

Set out below is the shareholding structure of Guangzhou Hanfang immediately before and after completion
of the Subscription:

Immediately before the Immediately after the
Hanfang Shareholders completion of the Subscription completion of the Subscription
No. of No. of

Hanfang Shares Approximate%s  Hanfang Shares Approximate%

The Company 45,000,000 54.03 89,480,000 70.04
WM A P
(Guangzhou Chen Li Ji

Pharmaceutical Fauow) (Note 1) 2,000,000 2,40 2.000.000 1.57
BN — A IR A
(Guangzhou Zhongyi

Pharmaceutical Co., Ltd) (Note 2) 1,000,000 1.20 1,000,000 0.78
NG 5 (EE2R) RO R 7]
(Guangzhou Jing Xiu Tang

(Pharmaceutical) Co., Ltd) (Note 3) 850,000 1.02 850,000 0.67
B T s B T 2E A

(Guangzhou Pharmaceutical

Industrial Research Institute) (Note 4) 1,150,000 1.39 1,130,000 0.90
TR P 2 TR PR E AL A
{Huadong Chinese Medicine) (Note 3) 5,000,000 6.00 3.000.000 3.91
GPHL 25.634.300 30.78 23,634,300 20.006
Ms. Liu Ju Yan (Note 6) 600.000 0.72 600.000 0.47
Mr. Mo Shang Zhi (Note 6) 350.000 0.66 330,000 0.43
Mr. Cai Xing Chun (Note 6) 500,000 0.60 500,000 0.39
Mr. Zhao Xiang Yong (Note 7) 500.000 0.60 500,000 0.39
My, Ge Fa Huan (Note 7) 500,000 0.60 500,000 0.39
Total 83.284.300 100.00 127.764.300 100,00
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Notes:

I I ] 4 B2 IBL (Guangzhou Chen Li Ji Pharmaceutical Factory) is a wholly-owned subsidiary of the Company.

2. & M| s — BT PR 40 B](Guangzhou Zhongyi Pharmaceutical Co., Ltd) is a 90.36% owned subsidiary of the Company.

3. ML E 5 (#E3E) BROM MR 25 F] (Guangzhou Jing Xiu Tang (Pharmaceutical) Co., Ltd) is a 88.40% owned
subsidiary of the Company.

4. & 77 42 T 3B PET (Guangzhou Pharmaceutical Industrial Research Institute) is a wholly-owned subsidiary of
GPHL and a connected person (as defined by the Listing Rules) of the Company.

5. T EBER R TR LI R E T4 7 (Huadong Chinese Medicine) is an Independent Third Party.

6. Mr. Liu Ju Yan, Mr. Mo Shang Zhi and Mr. Cai Xing Chun are the executive directors of Guangzhou Hanfang.

7. Mr. Zhao Xing Yong and Mr. Ge Fa Huan are senior management of Guangzhou Hanfang.

INFORMATION ON THE GROUP, GUANGZHOU HANFANG AND GPHL
The Group

The Group is principally engaged in (i) manufacture and sales of Chinese patent medicine; (ii) wholesale,
retail, import and export of Western and Chinese pharmaceutical products and various medical apparatus;
and (ii1) research and development of natural medicine and biological medicine in the PRC.

Guangzhou Hanfang

Guangzhou Hanfang commenced its business operations in 2002. Guangzhou Hanfang is a non wholly-
owned subsidiary of the Company and is the main research and development arm of the Group. It is principally
engaged in the research and development of Chinese patent medicine. As at 31 December 2003 and 30 June
2004, the audited net asset value and unaudited net asset value of Guangzhou Hanfang were about RMB71.2
million and about RMB71.1 million, respectively. For the year ended 31 December 2003 and the six months
ended 30 June 2004, Guangzhou Hanfang recorded audited net loss of about RMB4.1 million and unaudited
net loss of about RMBO0.01 million, respectively.

GPHL

GPHL is a state-owned enterprise in the PRC. Since its establishment in 1983, GPHL has been principally
engaged in the development, manufacture and trading of pharmaceutical products.

REASONS FOR THE SUBSCRIPTION

Guangzhou Hanfang is conducting rescarch of the Project (i.e. “modernized methods for extracting the
useful ingredients of Chinese medicine” (" ZE 2§/ B AE H4C1L). The useful ingredients of Chinese
medicine represent the ingredients which are functionally crucial for the Chinese medicine intended to be
manufactured. Guangzhou Hanfang will apply for patent for each of the products being developed by the
Project. At present, the production of Chinese medicine is largely based on traditional methods, such as
boiling and grinding of herbs. These traditional methods of Chinese medicine production the medicine is
produced with redundant ingredients that are naturally present in the herbs, which in turn causes inconsistency
in the quality of the medicine since the traditional methods of production cannot control the proportion of
useful and redundant ingredients. The aim of the Project is to develop new production methods that can.
extract the useful ingredients from the herbs without the redundant ingredients such that the medicine produced
will be of higher and consistent quality. Currently, the Project has commenced and the construction of
buildings and installation of equipment for research and development and production of the products being
developed by the Project has been completed. Guangzhou Hangfang has successfully developed the extraction
and purification technology mainly for two Chinese medicines, namely, Ganoderma Lucidum Spore Oil (4
product certification from relevant authority of the PRC. Feng Shi Ping Jiao Nang has successfully passed
the third phase of clinical testing and is awaiting product certification from relevant authority of the PRC.
At present, the sales of Ganoderma Lucidum Spore Oil has commenced in Hong Kong since the second half
of 2003 and Guangzhou Hanfang is in the process of applying patent for the product. The sales of Feng Shi
Ping Jiao Nang has not yet commenced as the product is awaiting the product certification from relevant
authority of the PRC and Guangzhou Hanfang has applied patent for the product. The sale of Feng Shi Ping
Jiao Nang is expected to commence in 2005.



In view of the two Chinese medicines being successfully developed by the Project, the Directors consider
that the Project can broaden the products of the Group. In addition, the Directors are of the view that
continuous research and development in Chinese medicine and their production methods currently conducted
by Guangzhou Hanfang at present, are of strategic importance to the Group. In order to stay competitive in
the market in the long run, continuous research and development is essential for the Group. Therefore, in
view of the above, the Directors consider that the Subscription strengthens the Group’s ability in research
and development and the Group can benefit from commercialization of the products being developed by the
Project. The Directors consider that the Subscription is in the interest of the Shareholders as a whole.

Setting out below is the financial information of Guangzhou Hanfang (which is prepared in accordance with
the PRC accounting standards):

As at As at As at

31 December 31 December 30 June

2002 2003 2004

RMB 000 RMB 000 RMB’ 000

(Audited) (Audited) (Unaudited)

Net asset value 42,052 71,205 71,109
Loss before tax 7,123 4,130 96
Loss after tax 7,123 4,130 96

Guangzhou Hantang recorded audited net loss of about RMB4.1 million for the year ended 31 December
2003, which represented a decrease of about 42.3% as compared with the audited net loss of about RMB7.1
million for the year ended 31 December 2002. The unaudited net loss of Guangzhou Hanfang for the six
months ended 30 June 2004 amounted to about HK$0.01 million, which represented a decrease of about
99.7% as compared with the unaudited net loss of about RMB3.6 million of the corresponding period in
2003. The Directors consider that such improvement in the financial results of Guangzhou Hanfang was
mainly due to commercialization of Ganoderma Lucidum Spore Oil during the second half of 2003.

Guangzhou Hanfang intends to apply the proceeds of the Subscription for further research and development
and commercialization of the products being developed by the Project.

Having considered the factors set out in this paragraph, the Directors consider that the terms of the Subscription
are fair and reasonable and are under normal commercial terms. The Directors are of the opinion that the
Subscription is in the interest of the Company and the Sharcholders as a whole.

GENERAL

GPHL, the Company’s controlling sharecholder which holds about 63.26% shareholding interest in the
Company, is a substantial shareholder of Guangzhou Hanfang by holding about 30.78% of its existing
registered capital. Accordingly, the Subscription which involves the Company acquiring further interest in
Guangzhou Hanfang constitutes a connected transaction of the Company as defined in the respective listing
rules of the Stock Exchange of Hong Kong Limited and the Shanghai Stock Exchange.

The Subscription Agreement will become effective upon approval by the Shareholders at the Company’s
general meeting. According to the Listing Rules, the Subscription Agreement is subject to the Independent
Sharcholders’ approval. The Directors propose to seek the Independent Shareholders’ approval of the
Subscription Agreement at the EGM. GPHL and its associates will abstain from voting at the EGM in
relation to the Subscription Agreement.

The Independent Board Committee will be formed to consider the Subscription and the terms of the
Subscription Agreement, and an independent financial adviser will be appointed to advise the Independent
Board Committee on those issues. A circular containing, among other things, details of the Subscription
Agreement, the recommendation of the Independent Board Committee, the advice of its independent financial
adviser and the notice of the EGM will be dispatched to the Shareholders as soon as practicable. This
announcement will be published simultancously at the Shanghai Stock Exchange.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following expressions have the following
meanings:



“Board”
“Company”

“Directors”
HEGMS’

“Group”
“GPHL”

“Guangzhou Hanfang”

“Hanfang Share(s)”

“Hanfang Sharcholders”

“*Huadong Chinese Medicine™

“Independent Board Committee”

“Independent Shareholders”
“Independent Third Party”

“Listing Rules”

“PRC”

“Project”

ﬁiRMB‘,,‘
“Shareholders”

“Subscription”
“Subscription Agreement”
“Subscription Shares”

;4(/)/0“,

the board of Directors

FE M BEZENL 91 B 2> ®] (Guangzhou Pharmaceutical Company Limited),
a company incorporated in the PRC the securities of which are listed on
The Stock Exchange of Hong Kong Limited and the Shanghai Stock
Exchange

the directors of the Company

the extraordinary general meeting of the Company to be convened
consider and approve the Subscription Agreement

the Company and its subsidiaries

ST HE 4 AT L2 1] (Guangzhou Pharmaceutical Holdings Limited),
a state-owned company incorporated in the PRC and the controlling
shareholder of the Company which currently holds about 63.26%
shareholding interest in the Company

FEE D7 SR E T 55 B 5 AT PR 42 B (Guangzhou Hanfang Modern
Chinese Medicine Research and Development Limited), a company

incorporated in the PRC and currently a 54.03% owned subsidiary of the
Company

a unit (units) of RMBI1 in the registered capital of Guangzhou Hanfang

the existing shareholders of Guangzhou Hanfang, namely the Company,
J& M BR <2 7% 82 Bl (Guangzhou Chen Li Ji Pharmaceutical Factory), i
I — ZEZEAT (R B] (Guangzhou Zhongyi Pharmaceutical Co., Ltd),
BN B & () Y E RS B (Guangzhou Jing Xiu Tang
(Pharmaceutical) Co., Ltd), &M %2 TH# W AP (Guangzhou
Pharmaceutical Industrial Research Institute), %2 #E 3 o 22 T F2 £ [H]
A BR#E (T8 7] (Huadong Chinese Medicine), GPHL, Ms. Liu Ju Yan,
Mr. Mo Shang Zhi, Mr. Cai Xing Chun, Mr. Zhao Xiang Yong and Mr.
Ge Fa Huan

Lt w g TREMA R E 4 7 (Huadong Chinese Medicine
Engineering Group Limited), a company incorporated in the PRC and an
Independent Third Party

the independent board committee of the Company to be formed to consider
the terms of the Subscription

Shareholders other than GPHL and its associates

an independent third party which 1s not connected with the Company or
its subsidiaries, the Directors, chief executive or substantial shareholders
of the Company and its subsidiaries or their respective associates (as
defined in the Listing Rules)

Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited

the People’s Republic of China

the project to develop “modernized methods for extracting the useful
ingredients of Chinese medicine™ (P B2 42 B 4> A F2 1R (L 1L)
Renminbi, the official currency of the PRC

holders of shares of RMBI ecach in the capital of the Company

the subscription of the Subscription Shares by the Company pursuant to
the Subscription Agreement

the subscription agreement dated 27 August 2004 entered into among
the Hanfang Shareholders

44,480,000 new Hanfang Shares agreed to be subscribed by the Company
pursuant to the Subscription Agreement

per cent
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By order of the Board
He Shuhua
Company Secretary
Guangzhou, the PRC, 27 August 2004

As at the date of this announcement, the Board comprises Mr. Cai Zhixiang, Mr. Zhou Yuejin, Mr. Feng Zansheng
as executive divectors, and My. Wu Zhang, My. Wong Hin Wing and Mr. Zhang Hevong as independent non-executive
direciors.

Please also refer to the published version of this announcement in The Standard / Hong Kong Economic
Times.

~J



The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes
no representation as to its accuracy or completeness and expressly disclaims any liabiliry whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability established in the People’s Republic of China)

(Stock Code: 0874)

RESOLUTIONS PASSED AT THE FOURTH MEETING
OF THE THIRD SESSION OF THE BOARD

This announcement is made in accordance with Rule 13.9 and paragraph 45 of Appendix 16 to the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited.

The Company and the members of the Board hereby confirm the truthfulness, accuracy and completeness of
the contents of this announcement and jointly accept full responsibility for any false representation, misleading
statement or material omission contained herein.

Guangzhou Pharmaceutical Company Limited (the “Company”) held the fourth meeting of the third session of
the board of directors (the “Board”) on 9 September 2004 at the Conference Room, 2nd Floor, 45 Sha Mian
North Street, Guangzhou City. All of the six eligible directors of the Company attended the meeting, among
whom Mr. Wong Hin Wing and Mr. Zhang Heyong did so by means of telephone communication. The meeting
was chaired by Mr. Cai Zhixiang. The supervisors and the senior management of the Company were present at
the meeting. The meeting was in accordance with the Company Law of the People’s Republic of China and the
provisions of the Company’s Articles of Association. After detailed discussions, the following matters were
considered and unanimously approved and passed by the directors at the meeting:

1. The election of Mr. Zhou Yuejin as Vice Chairman of the third sesston of the Board (profile attached);

2. The resignation of Mr. Cai Zhixiang as Chairman and Director of the Company, and the appointment of
Mr. Zhou Yuejin, the Vice Chairman, to act as Chairman until the date of the election of the new Chairman;
and

3. The resolution in relation to the nomination of Mr. Yang Rongming and Mr. He Shuhua as candidates for

new Directors (profiles attached).

By order of the Board
He Shuhua
Company Secretary

Guangzhou, PRC, 9 September 2004
As at the date of this announcement, the board of directors of the Company comprises Mr. Cai Chixiang (resigned

on 9 September, 2004), Mr. Zhou Yuejin and Mr. Feng Zansheng as executive directors and Mr. Wu Zhang, Mr.
Wong Hin Wing and Mr. Zhang Heyong as independent non-executive directors.



ATTACHMENT
Profile of Vice Chairman

Mr. Zhou Yuejin, aged 46, is a Director and General Manager of the Company. Mr. Zhou obtained a Bachelor
degree in Industrial Study and a Master degree in Economics, and qualified as a Senior Economist and a Certified
Pharmacist. He joined Guangzhou Pharmaceutical Holdings Limited in 1975. He was the supervisor of the
business department of, assistant to the factory manager of, vice factory manager of and factory manager of the
Guangzhou He Ji Gong Pharmaceutical Factory, a Director and Deputy General Manager of Po Lian Development
Co.. Ltd.. He has been General Manager of the Company since December 2001. He has extensive experience in
business management and investment.

Profiles of Candidates for Directors

Mr. Yang Rongming, aged 51, is a postgraduate and currently Chairman and General Manager of Guangzhou
Pharmaceutical Holdings Limited. Mr. Yang started his career in October 1970 and served as vice factory
manager of Guangzhou Monosodium Glutmate and Food Factory (& I B4 & & 0), Deputy General Manager
" of Guangzhou Ao Sang Monosodium Glutmate & Food Co., Ltd (?ﬁ%%%ﬁ%}ﬁﬁﬁlgﬁﬁﬁ]), a Director and
General Manger of Guangzhou Eagle Coin Enterprises Group Corporation, Chairman and General Manager of
Guangzhou Zhujiang Brewery Group Co., Ltd. and Chairman of Guangzhou Zhujiang Brewery Co., Ltd.. Mr.
Yang has extensive experience in business management and sales and marketing.

Mr. He Shuhua, aged 48, Deputy General Manager and Company Secretary of the Company, joined Guangzhou
Pharmaceutical Holdings Limited in 1982. He graduated from Zhong Shan University with a Bachelor degree
in Biology. In 1993, he obtained a Master degree in Statistics from the same university. He is also an executive
member of Guangdong Statistics Society and a representative of the 12th Guangzhou Municipal People’s
Congress. Mr. He has been Company Secretary since 1997 and Deputy General Manager of the Company since
September 2001, respectively. He has extensive expensive in business management and sales and marketing.

Please also refer to the published version of this announcement in The Standard / Hong Kong Economic Times.



The Stock Exchange of Hong Kong Limited rakes no responsibility for the contents of this announcement, makes no representation
as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this announcement.
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GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability established in the People's Republic of China)

(Stock Code: 0874)

Announcement of Resignation of Director

The Board hereby announces that it approved Mr. Cai’s resignation as director and chairman of the Company on 9
September 2004 with effect from the same date.

The Company and all members of the Board hereby confirm the truthfulness, accuracy and completeness of the
contents of this announcement and jointly accept full responsibilities for any false representation, misleading
statements or material omission herein contained.

Due to his job relocation, Mr. Cai Zhixiang (“Mr. Cai”) tendered his resignation as director and chairman of Guangzhou
Pharmaceutical Company Limited (the “Company”) to the board of directors (the “Board”) of the Company. The
Board resolved to approve Mr. Cai’s resignation as director and chairman of the Company at the Fourth Meeting of the
Third Session of the Board of the Company held on 9 September 2004 with effect from the same date. Mr. Cai confirms
that there are no matters need to be brought to the attention of the shareholders of the Company in relation to his
resignation.

The Board and Mr. Cai are not aware of any personal obligations that Mr. Cai has given to the Company and its
subsidiaries (collectively the “Group”) and that may be affected as a result of resignation of Mr. Cai. The Board and
Mr. Cai confirms that there is no disagreement in all aspects between the Company and Mr. Cai which would have
caused resignation of Mr. Cai.

Mr. Cai has been a director of the Company since its establishment in 1997. He had also acted as the vice chairman and
the chairman of the Company. Throughout his appointment, Mr. Cai had always been diligent and committed to his
work. Mr. Cai has made important contributions towards the establishment of the Company, its stable and speedy
growth and the issuance of A shares by the Company. The Board hereby extends its great appreciation for Mr. Cai's
efforts and contributions to the Group during his tenure of office.

By order of the Board
He Shuhua

Company Secretary
Guangzhou, PRC, 9 September 2004

As at the date of this announcement, the Board comprises Mr. Cai Zhixiang (resigned on 9 September 2004), Mr. Zhou
Yuejin and Mr. Feng Zansheng as executive directors and Mr. Wu Zhang, Mr. Wong Hin Wing and Mr. Zhang Heyong
as independent non-executive directors.

Please also refer to the published version of this announcement in The Standard / Hong Kong Economic Times.
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GP Guangzhou Pharmaceutical Company Limited

(a joint stock company vith limited liabi!il);' established in the People's Republic of China)

(Stock Code: 0874)

Announcement

The Board wishes to announce that the Company fails to complete the appointment

of a qualified accountant to meet the requirements set out in Rule 3.24 of the

Listing Rules by 30 September 2004. The Board will use its best endeavour to

effect the appointment of a qualified accountant as soon as:pmcticablc. The Board

- will keep the shareholders and the market informed of the progres§ of the
dppoinirnent, of a qualified accountant, . -

According to Rule 3.24 of the Listing Rules, the board of directors {the “*Board™) of

... Guangzhou Pharmaceutical Company Limited (the “Company") must have appointed
a qualified accountant with the qualifications sct out in Rule 3.24 of the Rules Governing
The Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules™).

The Board, currently, is in the process of recruiting a person, as a qualified accountant
of the Company. who can meet the requirements set out in Rule 3.24 of the Listing
Rules. Therefore. the appoinunent of a qualified accountant for the Company cannot
be made-by 30 September 2004 and theretore the Company fails to meet the
requfrer’ncnts set out in Rule 3.24 of the Listing Rules. The Board will use its best
endeavour to effect the appointment of a qualified uccountant as soon as practicable.
The Board will keep the sharcholders and the market informed of the progress ot the

appointment of a qualified accountant.

By order of the Board
He Shuhua
Company Secretary

Guangzhou, the PRC, 5 October 2004
As at the date of this announcement, the Board ¢ omprises Mr. Zhou Yuejin, Mr. Feng Zansheny

as executive directors. and Mr. Wu Zhung, Mr. Wong Hin Wing and Mr. Zhunq Heyong uy

independent noen-executive directors.
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|5 31  Biiél aniadysls of the Company’s overall operation :
AN

Amoanl
(RMB)
704,733,704.92
18,388,152.28
79158952

! The Company'and lts subsidiaries (collectively the “Group™) are principaily engaged in (1) manufacture
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement. makes no
representation as to (ts accuracy or completeness und expressly disclaims any liability whatsoever for any loss
henvsoever arising from or in reliance wpon the whole or any part of the conients of this aniowncenent.
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GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability established in the People’s Republic of China)

{Stock Code: 0874)

ANNOUNCEMENT OF THE RESOLUTIONS PASSED AT THE
SECOND EXTRAORDINARY GENERAL MEETING OF 2004

The Company and all members of the Board hereby confirm the truthfulness, accuracy and completeness of the
contents of this announcement and jointly and severally accept full responsibility for any false representation,
misleading statement or material omission herein contained.

Guangzhou Pharmaceutical Company Limited (the “Company”) held its Second Extraordinary General Meeting
of 2004 (“EGM”) on | November 2004 at 10:00 a.m. at the Conference Room, 2nd Floor, 45 Sha Mian North
Street, Guangzhou City, Guangdong Province, the People’s Republic of China. 2 sharcholders represented by
proxies attended the EGM, representing a total of 520.880,000 shares (of which 513,000,000 shares were State-
owned shares, representing approximately 63.26% of the total number of shares of the Company, 7,880,000 shares
were H shares, representing approximately 0.97% of the total number of shares of the Company), or approximately
64.23% of the total number of shares of the Company. The EGM was held in compliance with the Company Law
of the People’s Republic of China and the provisions of the Company’s Articles of Association with respect to the
holding of general meetings.

As at the date of the EGM, there were a toral of 810,900,000 shares of the Company in issue, entitling the holders
thercof to attend and vote for or against the resolutions numbered 2 and 3 set out in the notice of the EGM (the
“Notice”) issued on 14 September 2004, Guangzhou Pharmaceutical Holdings Limited (“GPHL”), the Company’s
controlling sharcholder holding a total of 513,000,000 shares in the Company (which represents approximately
63.26% of the shares in issue of the Company), and its associates abstained from voting on the resolution numbered
1 in relation to the proposed subscription of newly issued shares of Guangzhou Hanfang Modern Chinese Medicine
Research and Development Limited (“Guangzhou Hanfang”) by the Company in accordance with regulations.
Accordingly, only shareholders other than GPHL and its associates (the “Independent Sharcho]dcrs;') holding a
total of 297,900,000 shares, representing approximately 36.74% of the shares in issue of the Company, were
entitled to vote on the resolution numbered 1 at the EGM. No holders of shares in the Company are entitled to
attend and vote only against any of the resolutions at the EGM.

After discussion and consideration, the following resolutions (details ot which were set out in the Notice) were
passed at the EGM by means of poll:

By way of ordinary resolutions:

I, The resolution in relation to the proposed subscription of newly issued shares of Guangzhou Hanfang by the
Company.
GPHL., the controlling shareholder of the Company, refrained from voting on the resolution at the EGM in
accordance with regulations. Accordingly. the Independent Sharcholders voted on this resolution. The voting
results are:
7,880,000 shares voted in favour, representing 100% of the total number of shares carrying the right to vote:
0 shares voted against, representing 0%:; and (0 shares abstained, representing 0%.




2. The resolution in relation to the proposed election of Mr.Yang Rongming as an Executive Divector of the
Company. His term of office commences from the date of appointment to the date of election of the next
board of directors (the “Board™).

519,228.000 shares voted in favour, representing 99.68% of the otal number of shares carrying the right to vote;
0 shares voted against, representing 0%: and 1,652.000 shares abstained, representing 0.32%.

3. Thereselution in relation to the proposed election of Mr. He Shuhua as an Executive Director of the Company.
His term of office commences from the date of appointment to the date of election ol the next Board.

519,228,000 shares voted in favour, representing 99.68% of the total number of shares carrying the right Lo vote;
0 shares voted against, representing 0%; and 1,652,000 shares abstained, representing 0.32%.

Guangzhou Yangcheng Certified Public Accountants Co., Ltd, the Company’s domestic auditor, acted as the scrutineer
for the voting at the EGM.

The EGM was witnessed by Zhang Zhenya, a lawyer of Z & T Law Firm which issued its legal opinion that the
assembly and the procedures for convening the second EGM for the year 2004 complied with the Company Law of
the People’s Republic of China and the provisions of the Company’s Articles of Association, and the eligibility of
persons attending the EGM was lawful and valid. No new motions were proposed by shareholders at the EGM. The
voting procedures of the meeting complied with the laws and regulations and the provisions of the Company’s
Articles of Association. The resolutions passed at the EGM were lawful and valid.

By order of the Board
He Shuhua
Company Secretary
Guangzhou., PRC, | November 2004

As at the date of this announcement, the Board comprises Executive Directors Mr. Yang Rongming (appointed
on | November 2004), Mr. Zhou Yuejin, Mr. Feng Zansheng and Mr. He Shuhua (appointed on 1 November
2004), and Independent Non-executive Directors Mr. Wu Zhang, Mr. Wong Hin Wing and Mr. Zhang Heyong.

Attachment:

The information in relation to the two newly appointed directors required to be announced under the note to Rule
13.51(2) of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (“Hong
Kong Stock Exchange”) is set out below:

(1) Profiles of Directors

Mr. Yang Rongming, aged 51, is a postgraduate and currently the Chairman and General Manager of GPHL.
Mr. Yang started his career in October 1970 and served as Deputy Factory Manager of Guangzhou Monosodium
Glutmate and Food Factory (8 S BREE 6 ), Deputy General Manager of Guangzhou Ao Sang Monosodium
Glutmate & Food Co.. Ltd. (B {E UL AS & 5 BA PR 22 &), Director and General Manger of Guangzhou
Eagle Coin Enterprises Group Corporation. Chairman and General Manager of Guangzhou Zhujiang Brewery
Group Co., Ltd. and Chairman of Guangzhou Zhujiang Brewery Co., Ltd. Mr. Yang has extensive experience
in business management and sales and marketing.

Mr. He Shuhua, aged 48, the Deputy General Manager and Company Secrctary of the Company, joined
GPHL in 1982. He graduated from Zhong Shan University in 1982 with a bachelor’s degree in Biology. In
1995, he obtained a master’s degree in statistics from the same university. He 1s also an executive member of
Guangdong Statistics Society and a representative of the 12th Guangzhou Municipal People’s Congress. Mr.
He has been the Company Secretary of the Company since 1997 and Deputy General Manager of the Company
since September 2001, He has extensive experience in business management and sales and marketing.

Both Mr. Yang und Mr. He did not hold any directorship in any listed public companies in the last three years.
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(2)

Other information:

According to the emolument policy of the Group, annual emoluments of dircctors and supervisors of the

‘Company are proposed by the Board at the Annual General Meeting of the Company, secking an authorization

of the Board to determine the amount of the emoluments and the method of payment for services of the
Company’s directors and supervisors. As Mr. Yang and Mr. He have been clected, they are entitled to their
basic salaries determined in accordance with their respective management positions and the incentive bonus
which are calculated with reference to the operating results of the Company (for details of the incentive
scheme, please refer to the Notice of the First Extraordinary General Meeting of the Company in 2002 which
was published both in the PRC and Hong Kong on 28 March 2002).

Save as disclosed above, Mr. Yang and Mr. He do not have any relationship with any other directors, supervisors,
senior management or substantial or controlling shareholders of the Company.

As at | November 2004, the interests or short positions of Mr. He in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQO’)) which were notified to the Company and the Hong Kong Stock
Exchange pursuant to Division 7 and 8§ of part XV of the SFO, or which were required. pursuant to section
352 of the SFO, to be entered in the register referred to therein, or which were required pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers, to be notified to the Company and the Hong
Kong Stock Exchange, is set out below:

Name Type of Interests Company Number of shares
Mr. He Shuhua Personal A shares of the Company 27.700

Save as disclosed above, as at 1 November 2004, neither Mr. Yang nor Mr. He has any interests or short position in the
shares, underlying shares or debentures of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO), which would have to be notified to the Company and the Hong Kong Stock Exchange pursuant
to Division 7 and 8 of part X'V of the SFO, or which were required, pursuant to section 352 of the SFO, to be entered
in the register referred to therein, or which were required pursuant to the Model Code for Securities Transactions by
Directors of Listed [ssuers, to be notified to the Company and the Hong Kong Stock Exchange.

Save as disclosed herein, the Board is not aware of any other matters which need to be brought to the attention
of the shareholders of the Company.
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ANNOUNCEMENT OF THE RESOLUTIONS PASSED AT THE
SEVENTH MEETING OF THE THIRD BOARD

The Company and all members of the Board hereby confirm the truthfulness, accuracy and completeness of the
contents of this announcement and jomty accept full responsibility for any Talse representation, misleading
statement or material ontission herein contained.

It is hereby announced that the seventh meeting of the third board ot directors (the “Board™) of Guangzhou
Pharmaceutical Company Limited (the “Company”) was held on I November 2004 at 11:30 a.m. at the Conference
Room, 2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong Province, the People’s Republic of
China. Seven directors were eligible to attend the meeting and all of them attended the meeting. The meeting was
presided by Mr. Zhou Yuejin. The supervisors and senior management of the Company were present at the meeting.
The meeting was held in compliance with the requirements of the Company Law and the Articles of Association of
the Company. After detailed discussions, the following martters were considered and unanimously approved by the
directors at the meeting:

1. The election of Mr.Yang Rongming as the chatrman of the third Board of the Company. His term of office is
effective from the date of appointment to the date of election of the next Board (his profile was published in
the announcement “Resolutions Passed At The Second Extraordinary General Meeting 2004™).

2. The resolution in relation to the amendment of Rule 3 of the “Implementation Derails of the Investment
Management Committee of the Board” regarding the number of members constituting the Investment
Management Committee, and the election of Mr. Yang Rongming. Mr. Feng Zansheng and Mr. He Shuhua as
replacement members of the Investment Management Committee was considered and approved.

The members of the current Investment Management Committee comprise: Mr. Yang Rongming, Mr. Zhou
Yuejin, Mr. Feng Zansheng and Mr. He Shuhua. Mr. Yang Rongming acts as the Director of the Investment
Management Committee.

(5]

The resolution in relation 1o the election of My, Yang Rongming and M. Zhou Yuejin as replacement members
of the Remuneration and Evaluation Committee was considered and approved.

The members of the current Remuneration and Evaluation Committee comprise: Mr. Yang Rongming, Mr.
Zhou Yucjin, Mr. Wu Zhang, Mr. Wong Hin Wing and Mr. Zhang Heyong. Mr. Wu Zhang acts as the Director
of the Remuneration and Evaluation Committee.

The Board of
Guangzhou Pharmaceutical Company Limited
Guangzhou, PRC, | November 2004

As at the date of this announcement, the Board comprises Executive Directors Mr. Yang Rongming (appointed
on 1 November 2004), Mr. Zhou Yuejin, Mr. Feng Zansheng and Mr, He Shuhua (appointed on 1 November
2004), and Independent Non-executive Directors Mr. Wu Zhang, Mr. Wong Hin Wing and Mr. Zhang Heyong.

Please also refer to the published version of this announcement in The Standard / Hong Kong Economic Times.




The Standard Tuesday, November 9, 2004 /3) 29
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
Sfor any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
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Guangzhou Pharmaceutical Company Limited
(a joint stock company established in the People's Republic of China with limited liability)

(Stock Code: 0874)

. - Announcement of Resolutions Passed at the Eighth Meeting of
' the Third Session of the Board of Directors

The Company and all members of the Board of Directors hereby confirm the truthfulness,
accuracy and completeness of the contents of this announcement and jointly accept full
responsibility for any false statements or misleading representations contained in or material
omissions from this announcement.

The eighth meeting of the Third Session of the Board of Directors of Guangzhou Pharmaceutical Company
Limited (the “Company”) was held at the conference room of the Company at 2nd floor, 45 Sha Mian
North Street, Guangzhou City, the PRC on 5 November 2004 at 3:00 p.m. All of the 7-eligible directors
attended the meeting, of whom Mr. Zhang Heyong, an independent director, participated in the meeting
by way of telephone conference. The meeting was presided by Mr: Yang Rongming and aiso attended by
certain supervisors and senior management members of the Company in compliance with the Company
Law and the Articles of Association of the Company. After due discussions and upon the unanimous vote
of the participating directors, the following proposals were duly approved:

. 1. the proposed subscription of new shares of Guangzhou Wanglaoji Pharmaceutical Company Limited
(“Wanglaoji”) by Golden Force Pharmacy Limited (“Golden Force™);

(8]

the proposed supplemental trademark licence agreement between Guangzhou Pharmaceutical
Holdings Limited (“GPHL") and the Company;

3. the proposed trademark licence agreement between GPHL and Wanglaoii; and

4. the proposal for convening an extraordinary general meeting and separate class meet'ings of
shareholders of the Company to consider the proposed subscription of new shares of Wanglaoji
by Golden Force (further announcement will be made regarding the date for convening the
extraordinary general meeting and the separate class meetings of the shareholders of the Company).

The Board of Directors of
B Guangzhou Pharmaceutical Company Limited
Guangzhou, the PRC, 5 November 2004

As at the date of this announcement, the Board of Directors comprises executive directors Messrs. Yang Rongming,
Zhou Yuejin, Feng Zansheng and He Shuhua and independent non-executive directors Messrs. Wu Zhang, Wong
Hin Wing and Zhang Heyong.
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' GP Guangzhou Pharmaceutical Company Limited
(a jouu stock company establuhed in the People’s Republic of China with limited liability)

(Stock Code: 0874)

ANN OUNCEMENT OF THE RESOLUTIONS PASSED
AT THE NINTH MEETING OF THE THIRD BOARD

_ Itis hereby announced that the ninth meeting of the third board of directors (the “Board”) of Guangzhou
Pharmaceutical Company Limited (the “Company”) was held on 26 November 2004 at 2:30 p.m. at the
conference room, 2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong Province, the People’s

Republic of China (the “PRC”) Seven dlrectors were eligible to attend the meeting and all of them
battendcd of whom independent directors. Mr. Wu Zhang, Mr. Wong Hin Wing and Mr. Zhang Heyong
attended by way of teleconferencmg The meeting was presided by Mr. Yang Rongming, the chairman of

- the Company. Some of the supervisors and senior management of the Company were present at the
meeting. The meeting was held in compllance ‘with the requirements of the Company Law and the Articles

" of Association of the Company After discussion, the directors at the meeting unanimously approved and

_ accepted the resxgnanon n of Mr. Zhou Yueji, who is the general manager of the Company, from his position
as the general manager of the Company, and expressed their gratitude for the efforts and contributions
made by Mr. Zhou Yuejin to the-Company during his tenure of office. Further, the Board considered and
approved the appointment of Mr. Xie Bin (attached below is his biography) as the general manager of the
Company with immediate effect, and his term of office will commence from the date of hlb appointment
to the election of the members of the néxt Board. = =~ 7~

By order of the Board
He Shuhua
Secretary to the Beard

Guangzhou, the PRC, 26 November 2004

s at the date of this announcement, the Board comprises executive directors Mr. Yang Rongming,
Mr. Zhou Yuejin, Mr. Feng Zansheng and Mr. He Shuhua, and independent non-executive directors
Mr. Wu Zhang, Mr. Wong Hin Wing and Mr. Zhang Heyong.

This announcement is published in Hong Kong pursuant to Rule 13.09(2) of The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.

Attachment: Biography of Mr. Xie Bin:

Xie Bin, male, aged 46, Han national. He is an economist with a master’s degree in science. Mr. Xie
commenced working since August 1974. He is a member of the Chinese Communist Party. Mr. Xie’s
former positions included the factory manager of &M B ZE 119 # & (Guangzhou Bai Yun Shan Chinese
Medicine Plant) and &M B ZE 1 8 2 B ¥ (Guangzhou Bai Yun Shan Pharmaceutical Manufacturing
Main Plant). He has also been the deputy general manager, general manager and director of M B Z 1l
NER M AR /A F (Guangzhou Bai Yun Shan Pharmaceutical Manufacturing Company Limited).
Mr. Xie has extensive experience in enterprise management, sales, marketing and related areas.




The Stock Exchange of Hong Kong Limited iakes no responsibility for the contents of this announcement, makes no represeniation as to its accuracy or completeness and expressly disclaims any liability whatsoever
Jor any loss howsoever ariving from or in reliance upon the whiole or any part of the conients of this annauncement.

Guangzhou Pharmaceutical Company Limited
{a joint stock company with limited linbiliry established in the People’s Republic of China)

(Stock Code: 0874)

DISCLOSEABLE TRANSACTION:

DEEMED DILUTION OF
SHAREHOLDING INTEREST IN
WANGLAOJI PHARMACEUTICAL COMPANY LIMITED
AND
CONTINUING CONNECTED TRANSACTION

The Subscription

On 8 November 2004, WLJ and Golden Force entered into the Subscription Agreement whereby Golden Farce agreed ta subscribe for the Subscription Shares, being 98,378,439 new WLJ Shares, for a tota!
consideration of RMB 168,880,000, representing RMB1.71664 per Subscription Share. The Subscription Shares represent about 92.48% of the existing registerzd capital of WLJ and about 48.0465% of the
registered capital of WLJ as enlarged by the Subscription. The Company currently holds about 92.48% interest in WLI. Immediately upon completion of the Subscription, the Company’s interest in WLI wil]
decrease ta about 48.0465%. In addition, on 8 November 2004, the WLI Shareholders and Golden Force entered into the Shareholders’ Agreement and the Articles of Association ta record the arrangements agreed
between them with regard to, inter alia, the Subscription and the management and business of WLJ.

The consideration of RMB1.71664 per Subscription Share represents a premium of 30.74% over the audited net asset value per WLJ Share of about RMB1.313 as at 31 July 2004,

The Subscription Agreement, the Sharehalders’ Agreement and the Artictes of Association are conditional on the fulfillment of the following conditions: (i) the approval by the board of directors of WLJ and the
WLJ Shareholders of the Subscription, the Subscription Agreement and the matters referred to therein; (ii) the approval of the Subscription by a special resolution of the Sharcholders at the EGM,; (iii) approval
of the Subscription by special resulutions of the Domestiv Sharcholders and the H Shareholders respectively at separate class meetings; (iv) the approval by the Ministry of Commerce of the PRC (P & A R 3471
0 & B 88) of the Subscription, the change of WLJ to a sino-foreign joint stock company upon Subscription, the Subscription Agreement, the Shareholders’ Agreement and the change of the Articles of
Association; (v) the provision by WLJ of the audited financiai statements of WLJ for the period from | January 2004 te 31 July 2004 to Golden Force: and (vi) Golden Force provides a performance guarantee WLJ
by a registered bank in Hong Kong which is acceptable o WLI.

Golden Force and its beneficial owners are Independent Third Parties. The Subscription constitutes a discloseable transaction of the Company as defined in the Listing Rules. As WLJ is a major subsidiary of the
Group and the Subscription constitutes a material dilution under Rule 19A.38 of the Listing Rules, the Company will obtain the approvals of the Subscription by a special resolution of the Shareholders at the EGM,
and special resolutions of the Domestic Shareholders and the H Shareholders at separate class meetings.

The trademark of Wanglaoji

Pursuant to the Trademark Licence Agreement, GPHL has granted to the Group, an exclusive right to use, in connection with all existing and future products manufactured and to be manufactured by the Group,
38 Licensed Trademarks owned by GPHL for an initial term of 10 years commencing from the date of the Trademark Licence Agreement. The Trademark Licence Agreement will be automatically renewable for
a further term of 10 years by the Company upon expiry of the Trademark Licence Agreement unless GPHL gives a notice of termination three months prior to the expiry date of the initial term. Pursuant to the
Trademark Licence Agreement, the Company has to pay an annual Licence Fee for the use of the Licensed Trademarks, which is calculated on the basis of 0.1% of the aggregate net sales of the Company reflected
in its consolidated accounts prepared in accordance with the appticable PRC accounting standards and payable on a quarterly basis in arrear. Upon completion of the Subscription Agreement, WLJ will no longer
Le a subsidiary of the Company and will become an associated company of the Company and therefore will not be allowed to use the Licensed Trademarks under the Trademark Licence Agreement. On 8 November
2004, the Company entered into the Supplemental Licence Agreement with GPHL pursuant to which the Company has agreed to terminate the exclusive right to use the WLJ Trademarks that are currently used for
the products of WLI. On 8 November 2004, GPHL and WL entered into the WLJ Trademark Licence Agreement pursuant to which GPHL will grant 10 WL an exclusive right to use the WLI Trademarks together
with 5 additional WLJ trademarks, which WLJ will have an exciusive right to use, and 3 additional WLJ wademarks, which WLJ will have a non-exclusive right ta use, for the existing products manufactured in
the PRC far the period from the date upon which the WLJ Trademark Licence Agreement becoming effective to the date until GPHL is no longer the owner of the WLJ Trademarks. According to the WLJ
Trademark Licence Agreement, WLJ will pay an annual licence fee to GPHL equivalent to 0.1 % of the aggregate net sales of WLJ as shown in its audited consolidated accounts prepared in accordance with the
applicable PRC accounting standards and payable on a quarterly basis in arrear. Upon (i) Golden Force becomes a shareholder of WLJ; and (ii) WLJ becomes a sino-foreign joint stock company, WLJ will pay an
annual licence fee to GPHL of 2.1% of the aggregate net sales of WLJ as shown in its consolidated accounts prepared in accordance with the applicable PRC accounting standards and payable on a quarterly basis

in arrear. In addition, under the Supplemental Licence Agreement, upon WLI's conversion into a sino-foreign joint stock company, the Company will be entitled to 47% of the annual ticence fee receivable by
GPHL from WLJ.

Furthermore, under the Supplemental Licence Agreement. GPHL has granted to the Group an exclusive right to use an additional 36 trademarks in connection with the products that may be developed and
manufactured by the Group.

Since GPHL holds about 63.26% shareholding interest in the Company, the Supplemental Licence Agreement constitutes a continuing connected transaction for the Company under Chapter 14A of the Listing
Rules. After reviewing the turnover of WLJ for last 3 years. the Directors estimate that the consideration on annual basis under the Supplemental Licence Agreement does not exceed HK 310,000,000 (equivalent
to RMB10,600,000). On such basis, the Supplemental Licence Agreement will only be subject to disclosure requirements and are exempt from the independent Shareholders' approval requirements pursuant to
Rule 14A.34 of the Listing Rules. In the event thal the consideration on annual basis under the Supplemental Licence Agreement exceeds HK$ 10,000,000 (equivalent to RMB10,600,000) in the future, the
Company must comply with the provisions under Chapter 14A of the Listing Rules,

General

A circular containing, inter alia, further details of the Subscription, the notice of the EGM, the notice of the H Sharcholders’ class meeting and the notice of the Domestic Shareholders’ class meeting will be sent
1o the Shareholders, the H Shareholders and the Domestic Shareholders respectively, as soon as practicable.

SUBSCRIPTION AGREEMENT DATED 8 NOVEMBER 2004

Partics:

In addition, on 8 November 2004, the WL) Shareholders and Golden Force entzred into the Shareholders’
Agreement and the Articles of Asscciation to record the arrangements agreed between them with regard
to, inter alia, the Subscription and the management and business of WLJ.

Upon completion of the Subscription, WLJ will be converted into a sino-foreign joint stock company for
a period of 10 years from the date when the approval for the conversion have been obtained from relevant
authorities of the PRC. Upon completion of the Subscription, WLJ will become an associated company of
the Company. .

{i) Subscriber of the Subscription Shares: Galden Farce
(ii) lIssuer of the Subscription Shares: WLJ i
The Subscription

Pursuant to the Subscription Agreement, WLI has agreed to increase its registered capital by way of
subscription by Golden Force for the Subscription Shares, being 98,378,439 new WLJ Shares for a
consideration of RMB168,880,000. The Subscription Shares represent about 92.48% of the existing
registered capital of WLJ and about 48.0465% of the registered capital of WLJ as enlarged by the
Subscription Shares. The Company's interest in WLJ will decrease from the current level of 92.48% to

Accordingly, the Subseription which involves Golden Force acquiring interest in WLJ constitutes a
discloseable transaction of the Company and a deemed dilution of the Company's shareholding interest in
WLJ as set out in the Listing Rules. As WLJ is a major subsidiary of the Group and the Subscription
constitutes a material dilution under Rule 19A.38 of the Listing Rules, therefore, the Company shall
obtain the approval of the Subscription by a special resolution of the Shareholders at the EGM, and special

about 48.0465% as a result of the Subscription. Currently, the board of directors of WLJ comprises 6
directors and the Company has nominated 6 directors of WLJ. Pursuant 1o the Shareholders' Agreement
and the Articles of Association, the board of directors of WLJ will comprise 9 directors. The Company
will nominate 3 directors 10 the board of directors of WLJ. Golden Force will nominate 3 directors 1o the
board of directors of WLI. The Company and Golden Forze will jointly nominate 3 nan-executive directors
to the board of directors of WLJ,

resolutions of the Domestic Sharcholders and the H Sharcholders at separate class meetings.
Cousideration

The consideration for the Subscription Shares is RMB168,880,000, representing RMB1.71664 per
Subscription Share. The total consideration in the amount of RMB168,880,0C0 will be settled by Golden
Force in cash within 90 days after fulfillment of ali the conditions set out in the Subscription Agreement.
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Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability established in the People's Republic of China)

(Stock Code: 0874)

DISCLOSEABLE TRANSACTION:

DEEMED DILUTION OF
SHAREHOLDING INTEREST IN
WANGLAOJI PHARMACEUTICAL COMPANY LIMITED
AND
CONTINUING CONNECTED TRANSACTION

WLJ intends 10 apply the proceeds of the Subscription in the manner that {i) upproximaiely RMB45,000,000
will be applied for the expansion and strengthening of existing sales and distribution network of the
products of WLJ in the provinces, cities and regions other than Guangdong province of the PRC and
development of the sales and distribution network of the products of WLJ in overseas markets: (ii)
approximately RMB90,000,000 will be applied for the improvement in the production capacity of WLIJ;
and (iit) the remaining balance will be designated as addilional working capital of WLIJ.

The Directors estimate that there wil! be a gain of approximately RMB17,000,000 arisen from the deemed
dilution of the Company’s shareholding interest in WL as 1 result of the Subseription.

The terms of the Subscription Agreement, the Shareholders’ Agreement and the Articles of Association,
including the consideration for the Subscription Shares, were arrived at after arm’s length negotiation
between the Company, WLIJ, the WLJ Sharcholders and Golden Force after taking into account (i) the
factors set out in the paragraph headed “Reasons for the Subseription” below; (it} the audited net asset
value per WLJ Share as at 31 December 2003 of approximately RMB1.329 per WLJ Share; (iii) the
audited net asset value per WLJ Share as at 31 July 2004 of approximatety RMB1.313 per WLJ Share; and
(iv) the nominal value of WLI Share of RMB1 each; and (vi) the valuation of approximately
RMB 172,000,000 as at 31 July 2004 by GZAA Incorporated (& M o X # ¥4 H PR 22 F1), which is an
Independent Third Party. Since 1999, GZAA Incorporaled has obtained approval from State Asset
Adrainistration Bureaw (BEEH T EEIZA) and China Securities Regulatory Commission (9 B
$# B 5 32 % A # )for conducting asset valuation for public companies in the PRC. The consideration
of RMB1.71664 per Subscription Share represents a premium of approximately 30.74% over the audited
net asset value per WLJ Share of about RMB1.313 as at 31 July 2004.

Pursuant to the Subscription Agreement, Golden Force has ta ptace a deposit of RMB8,880,000 with a
designated bank account of the Company within 7 days from the date of the Subseription Agreement. The
deposit and the interest accrued therefrom will be refunded to Golden Force by the third day before
stittement of the final instalment of the consideration for the Subscription Shares. If Golden Force fails to
pay the consideration for the Subscription Shares within 30 warking days after the time it is required o
pay the consideration pursuant to the Subscription Agreement, WLJ will forfeit the deposit.

The consideration for the Subscription Shares will be satisTied in the following manner: (i) 30% of the
consideration, being RMB50.664,000(equivalent to approximately HK$47,796,000), will be settled within
30 days after fulfiltment of all conditions set out in the Subscnption Agreement; (i} 35% of the consideration,
being RMBS59,108,000 (equivatent 10 approximately HK$55.762,000), will be setiled within 60 days after
fulfillment of all conditions set out in the Subscription Agreement: and (iii) the remaining 35% of the
consideration, being RMB59,108.000 (equivalent to approximately HK$55,762,000), will be settled within
90 days after fulfillment of all conditions set out in the Subscription Agreement.

The Direciors consider that the terms of the Subscription Agreement are fair and reasonable. The Directors
are of the opinion that the Subscription is in the interest of the Company and the Sharcholders as a whole.

Restriction on the transfer of the Subscription Shares and the restriction on the issue of new shares
of Golden Force

According to the Subscription Agreement, Golden Force has agreed that, during the lifespan of WLJ, it
should obtain the prior written consent from the Company before it can transfer, pledge or ereate other
form of charges against some or all of the Subscription Shares.

According to the Shareholders' Agreement, Golden Force has further undertaken, within 3 years from the
coaversion of WLJ. not ta issue any new shares of Golden Force to any individuals othes than the existing
shareholders of Golden Force and not to accept the registration of any share transfer by the Exis(ing
benceficial owners of Golden Force.

Intention of the acquisition of the WLJ trademarks and their rights 1o use

Pursuant to the Sharcholders’ Agreement, Golden Force hus undertaken to assist WLJ to acquire the
trademarks of Wanglaoji registered in Hong Kong or overseas, which are currently held by Independent
Third Parties and their rights 10 use in Hong Kong or overseas at a fair market valve or independent
valuation from professional valuers.

Conditions of the Subscription
Completion of the Subscription is conditional upon:

(i) the approval by the board of directors of WLJ and the WLJ Shareholders of the Subseription, the
Subscription Agreement and the matters referred 1o therein:

(ii) the approval by a special resolution of the Shareholders at the EGM:

(iii) approvat by special resolutions of the Domestic Shareholders and the H Shareholders at separate
class meetings respectively:

{iv) the approval by the Ministry of Commerce of the PRC (% A R 3 1@ & ¥ &) of the Subscription,
the change of WLI to & sino-foreign joint stock company upon Subseription, the Subscription
Agreement and the change of the Articles of Association;

{v) the provision by WLJ of the audited financial statements of WLJ for the period from 1 January 2004
1o 31 July 2004 1o Golden Force;

(vi) Golden Force provides lo WLJ a performance guarantee by a registzred bank in Hong Kong which is
acceptable by WLJ.

Completion

Subject to the fuifiliment of all relevant conditions of the Subscription Agreement, completion of the
Subscription Agreement is expected to take place on the date when the new business licence of WLJ
(reflecting its new registered capital and its new sharebolding structure) is issued by Guangzhou
Administration of Industrial and Commerce Bureau (MM LA TR EIR/A). It is expectad that the
new business licence of WLJ will be issued not later than 30 business days from the date when the verification
report (B R # ) issued by an accountancy firm, which is an Independent Third Party.

Shareholding structure of WLJ

Set out betow is the shareholding structure of WLI immediately before and after completion of the
Subscription:

Immediately before the Immediately after the
completion of the Subscription completion of the Subscription

WLJ Shercholders No. of WLJ Shares Approximate® No. of WLJ Shares Approximate%

The Company 98,378,439 92.48 98,378,439 48,0465
Staff of WL} 8,000,000 7.52 8,000,000 3.9070
Golden Force — — 98,378,439 48.0465
Total 106,378,439 100.00 204,756,878 100.000

INFORMATION ON THE GROUP, WLJ AND GOLDEN FORCE

The Group

The Group is principally engaged in (i) manufacture and sates of Chinese patent medicine; (ii) wholesale,
retail, import and export of Western and Chinese pharmaceutical products and various medical apparatus;
and (iil) research and development of natural medicine and biological medicine in the PRC.

WLJ

WLI is a non wholly-owned subsidiary of the Company. It is principally engaged in the production,
processing and sales of Chirese pharmaceutical products, such as {% 3 #L (Bao ji Wan) and NR-L 2%
(Xiao Er Qi Xing Cha), and health care products, such as M B2 T# (Guangdong Liang Cha Ke Li) in
the PRC. Set out below is the financial information of WLJ (which is prepared in accordance with the
PRC accounting standards):

As at As at As at

31 December 31 December 31 July

2002 2003 2004

RMB'000 RMB 000 RMB'000

(Audited) (Audited) {Audited)

Net asset value 133,511 141,373 139.6%4
Year ended Year ended 7 months ended

31 December | 31 December 31 July

2002 2003 2004

RMB‘GGQ RMB'0U0 RMB'000

(Audited) (Audited) (Audtited)

Profits before tux 24,573 33,542 18,305
Profits after tax 15,639 18,810 11,487

Golden Force

Golden Force is a company incorporated in Hong Koag and is beneficially owned by Independent Third
Parties. The beneficial owners of the issued shares of Golden Force have extensive experience in retail
industry and Chinese pharmacevtical products. The sole purpos¢ of Golden Force is to hold the Subscription
Shares. )
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Th; Stock Exchange of Hong Kong Limlted takes no respansibility for the contents of this U
Jot'any loss howsoever arising from or in reliance upon the whole or any pari of the of this

ent, makes no

WLJ TRADEMARKS AT X . o
'r:uam to the Trademark Licénce Agrecrnent. GPHL has granted to the Group, an exclusivé right to usc
in connection with all existing and future products manufactured and (o bs manufactured by the Group 38
trademarks (the “Licensed Trademarks”) owned by GPHL for en initial term of 10 years commencing

from the date of the Trademark Licence Agreement. The Trademerk Licence Agreement will be
“rautamatically genewable for a further term of 10 years by the Company upaon expiry of the Trademark

Lxcence Agreement unless GPHL gives a notice of termination three months prior to the expiry date of the
% tnitia) term, Pursuant to the Trademark Licenee Agreement, the Company has 1o pay an annual fee (the
. “Licence Fec" ) for the use of the Licensed Trademarks, which is calculated on the basis of 0. 1% of the

Bpregate net sales’of the Company reficcted in its consolidated accounts prepared in accordunce 'with the
. applicable PRC accounting standards and payable on a quarterly basis in arrear. Upon completion of the
! Subscription Agreement, WL will no longer be a subsidiary of the Company and will become an associated
. campany of the Compaay and therefare will not be allowed ta use the Licensed Trademarks under the
Trademark Licence Agreement. On 8 November 2004, the Company entéred into the Suppiemental Licence
Agreement with GPHL pursuant to which the Company has agreed to terminate the exclusive right 1o use
* the 5 trademarks that are currently used for the products of WL (“WLJ Trademarks"). On 8 November
2004, GPHL and WLJ entered into the WLJ Tredemurk Licence Agreement pursuant to which GPHL will
raot to WLJ an exclusive right 10 use the WLJ Trademarks together with 5 additional WLJ trademarks,
which WLI will have an exclusive right to use, and 3 additional WLJ trademarks, which WLI wilt have a
"non-exclusive right 10 use, for the existing products manufaciured in the PRC for the period from the date
pcn ‘which the WLJ Trademark Licence Agreement becoming effective to the date until GPHL is no
onger the owner of the WLJ Trademarks, According to the WLJ Trademark Licence Agre:menl WLJ
will pay an annual Jicence fea'equivalent to 0.1% of the aggregate net sales of WLJ as shown in its audited
¥ Heonsolidated ascounts prcpnred in/accardance with the applicable’ PRC accounting standards and payable
" on aquarterly basis in arrear. Upon (i) Golden Forze becomes a sharehalder of WLI; and (ii) WL becomes

" of WLJ as showa in its consolidated accounts prepared in accordance with the applicabie PRC accounting
" standards und psyable on a quarterly basis in rrear, In addition, under the Supph t Licence Agr 3
upon WLI's conversion into a sino-foreign joint stock company, the Company will be entitled to 47% of
an annuai licence fee receivable by GPHL from WILJ.

Furthermore, under the Suppiemental Licence Ag]‘:em:nl. GPHL has granted to the Group an exclusive
right to use an additional 36 trademarks in connection with the products that may be developed and
manufactured by the Group, -, .. .

Since GPHL, holds about 63.26% sharcholding interest in the Company, the Supplemental Licence
Agreement constitutes a continuing connected transaction for the Company under Chapter 14A of the
Listing Rules. After reviewing the turnover of WL in the last 3 years, the Directors estimate that the
consideration on annual basis under the Supplemental Licence Agresment does not exceed HK$10,000,000
(equivalent to RMB10,600,000). On such basis, the Supplemental Licence Agreement will only be subject
to disclosure requirements and are exempt rmm the independent Shareholders' approval requirements
punuanl to Rule 14A,34 of the Listing Rules. In the eveni that the consideration on arnual basis under the

Pp I Licence Ag:
the Company must ccmply with the provisions under Chapier 14A of the Listing Rules,
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Aclreular containing, Inter alia; further details of the Subscription, the notice of the EGM, the notice of

- the H Sharcholders' class meeting and the notice of the Domestic Shareholders® cluss meeting will be sent
to the Shareholders, the H Sharcholders and the Domestic Sharcholders respectively as soon as practicable.

DEFINITIONS |

fare

In this announcement, unless the context otherwise requires, the following expressions have the following
meanings:

The artictes of dated 8 N b
the WLJ Sharcholders and Golden Force

“Anicles of Association” 2004 entered into by

“Board” the board of Ditectors

DEEMED DILUTION OF ~
SHAREHOLDING INTEREST IN

‘?'_ a sino-foreign joint stock company, WLJ will pay an annual licence fee of 2.1% of the aggregate net sales - ¢

exceeds HK$10,000,000 (equivalent to RMB{0,600,000; in the futere,

L il

L ﬁ‘ﬁﬁﬁ iﬁﬂ"ﬂ (Guangzhou Pharmaceotical Co"mig!m
imited), s company incorporated in the PRC, thé seciur iies of whic!

mvlmed on 'l"he Slock Exchange of Hong Kong' leil d

lho cxtnaordiuuy
to conxlder And appmva (he Subscnpnon Agrecment

AR
. “Golden For??@

o Company &nd its subsidiariea 1. 2
R4 B SR W AT R4 B (Guangzhou Phatmateutical” Holdlngl
L.imited), a Btate:owned company incorporated inthe PRC and the
controlling sharcholder of the Company which currenny Holds ebotit
63.26% sharcholding interest in the Company -

“Hong Kong” : the Hong Kong Special Administrative Région af’ lhs PRC
“HKS" Loaen : '~ Hohg Koig llars, the official wrrency of Hong Ko T
"H Shnrcho‘ldeu" i - the holders of the H Shares N
"lnd'cpendan( Third an mdcpendcnl lhl.rd paﬂy (pames) whlch Is (nre) ho} cénnacled wid
Party (Partles)”
- substantial sharcholders of the Compnny of its 1ubmd|un=3 or th
i . P regpective nuocmzes (22 deﬁn:d in the Lming Rulcs)
“Listing Rulés", . . Rules Governing the Lumng of Secunucs on The Stock Exchang
R . Hoog Kong Limited ... . Ly
“PRC" the People’s Republic of Chmn .. ;
“RMB" Renminbi, the official currency of the PRC * . *:
"Sharcsf', \ the shéres of the Compeny., ., . = 3
rShareholders” ‘the shdreholderu of the Company o oo

1‘m‘eAL“»’L tders dateds" \
lhe WU Sharcholdcrs and Golden Force *

7 2004 entered inid by:

to Lhc Subscnpuon Agreemcn(

the' ~ubucnpllou agreemcm dated & Novembcr 2004 enlered1nto
“"between Goldcu ‘Force and WL)

98,378,439 2t WLS Shares ng-rced 16 be subscribed by Ocldcn Fome
pursuant 10 the Subscription Agreement

“Subscriplion‘shar:s"'

the supplemental licence agreement dated 8 Nov:mber 2004 :nlened
. inta between the Company and GPHL i
" the-trademark licence ‘agreement dated 1 September 1997 chte‘réd'\ ;
L inta between GPHL and the Company

“Supplemental Licenc
Agrecment

“WLI" EMEEERRROTBAS (WangLaoh Pharmaceuhcal P
Ccmpnny Limited), 8 company incorporated in the PRC and cunemly
. : -2 92,48% owned subsidiary of the. Company, .
“WLJI Share(s)” o 3 \mh (units) of RMBX in the regmered capnal of WU
“WLJ Sharcholders™

Agreement”
ey . »

by WLJ and GPHL'~ .

per :em L L. ) .

" By order of the Board
He Shuhua

Company Secretary.,

Guangzhou, the PRC; 8 Novernber 2004
Note: . . . e
In this nnnoumzmﬁ; .RMB hu boen tanslaied tato Hong K‘nugdnllun the mate of HKS 1=RMB1.06 for re(emboeyurpo‘o,

As ol the dato of this aogouncement, the Board comprises Mr. Yeng Rongming, Mr. Zhou Yucjin, Mr, He Shuhus nnd
Mr, Feng Zansheng as executive Direclars, and Mr. Wu Zhang, Mr. Wong Hin Wing acd Mr. Zhang Heyong as lndcpcndcn(
non-execulive Directors, B I
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Guangzhou Pharmaceutical Company Limited
(a joint stock company with timited liability established in the People’s Republic of Chinal

(H Share Stock Code: 0874)

NOTICE CONVENING THE THIRD
EXTRAORDINARY GENERAL MEETING
FOR THE YEAR 2004

Guangzhou Pharmaceutical Company Limited (the “Company”) and all members of the board of
Directors of the Company (the “Board”) hereby confirm the truthfuiness, accuracy and completeness
of the contents of this notice and jointly and individually accept full responsibility for any false
representations, misieading sta or material omissi heretn contained.

IMPORTANT NOTICE

Time for the third extraordinary general meeting of the shareholders of the Company for the year
2004 (the “EGM"): 10:00 a.m. on Thursday, 30 December 2004.

Place where the EGM will be held: the conference room of the Company at 2nd Floor, 45 Sha Mian
North Street, Guangzhou City. Guangdong Province, the People’s Republic of China (the "PRC").

Manaer for holding the EGM: present.

Proposed special resolution: the proposed subscription of new shares of Guangzhou WangLaoli
Pharmaceutical Company Limited {“WangLaoli") by Golden Force Pharmacy Limited (“Golden
Foree™).

INFORMATION ON THE EGM

(1) The proposal for convening the EGM was considered and passed at the eighth meeting of the
Third Session of the Board (the "Board Meeting').

{2) Time for the EGM: 10:00 2.m. on Thursday, 30 December 2004,

(3) Place where the EGM will be held: the conference room of the Company at 2nd Floor, 45 Sha
Mian North Street, Guangzbhou City, Guangdang Pravince, the PRC.

MATTERS TO BE CONSIDERED AT THE EGM ’

To consider and, if thought fit. pass the following resclution by way of a special resolution: *
“That the subscription by Golden Force of 98,378,439 new shares of WangLaolJi, of which the
Company is an existing major sharcholder holding approximately 92.48 % of its current issued
share capital, pursuant to the terms and conditions of a subscription agreement dated 8 November
2004 entered into between Golden Force and Wangl.aoli (the “Subscription™), details of which
are set out in a circular dated 12 November 2004 issued by the Company 10 its shareholders, be
and is hereby approved and that the Directors of the Company be and they are hereby authorised
on behalf of the Company to sign, seal, execute, perfect and deliver all such docuinents and
deeds and do all such acts, matters and things as they may in their absolute discretion consider
necessary or desirable and in the interests of the Company for the purpose of and in connection
with the implementation of the Subscription.”

+ The Subscription was considered and approved at the Board Meeting and the resolutions passed

thereat were published in the PRC and Hong Kong on 9 November 2004.
ATTENDEES OF THE EGM

(1) Holders of domestic shares and overseas listed shares of the Company (“H shares™) whose
names appear in the Register of Members of the Company at the ¢lose of trading in the afternoon
of Meonday, 29 November 2004 (including those holders of H Shares who have already
successfully submitted verified share transfer applications on or before 29 Navember 2004)
are entitled to attend the EGM. The Register of Members of the Company will be closed from
Tuesday, 30 November 2004 to Wednesday, 29 December 2004 (both days inclusive) during
which period no transfer of H shares will be effected,

{2) Each sharcholder who has the right (0 atiend and vote at the EGM is entitled to appoint
one or more proxies, whether a shareholder or not, to attend and vote on his behalf at the
EGM. A proxy of a shareholder who has appeinted more than one proxy may only voie on
a poll. In order to be valid, the form of proxy together with a notarially certified copy of
the power of attorney or other documents of authorisation (if any) must be depasited at the
Company’s office not less than 24 hours before the time for holding the EGM or any
adjournment thereof.

{3) The Dircciors, supervisors and senior management of the Company.
REGISTRATION FOR THE EGM

{1) To register for the EGM, an individual shareholder should produce his/her identity card and
shareholder account card; a proxy should produce the form of proxy, the appointor's and the
proxy’s identity cards and the shareholder account card of the appointor; and a corporate
shareholder should produce a photocopy of its business license, the authorisation document
executed by its legal representative, its shareholder account card and the attendee’s identity
card. Overseas shareholders may make the registration by mail, telephone or fax,

(2) Registration time and place
Registration time: 8:30 a.m.- 11:30a.m. and 2:00 p.m. - 4:30 p.m. on Thursday, 9 Decemnber
2004
Place of registration:  the Secretariat to the Board
2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong
Province, the PRC

OTHERS

(1) Address of the Company: Guangzhou Pharmaceutical Company Limited, 2nd floor, 45 Sha
Mian North Street, Guangzhou City, Guangdeng Province, the PRC
Postal code: 510130
Contact person: He Shuhua
Tel: (86)20-81218119 Fax: (86)20-81216408

(2) Address of Shanghai Securities Central Clearing and Registratioa Corporation: 36/F, China
Insurance Building, No. 166 Lujiazui Road East, Shanghai, the PRC

Address of Hong Kong Registrars Limited: 46/F, Hopeweli Centre, 183 Queen's Road East,
Hong Kong

(3) The EGM is expected to last half a day. Shareholders attending the EGM shall be responsibie
for their own traveling and accommodation expenses.

DOCUMENTS AVAILABLE FOR INSPECTION
Resolutions passed at the Board Meeting and the announcement in relation therecf.

By order of the Board
He Shuhua
Company Secrerary

Guargzhou, PRC, 12 November 2004

As at the date of this notice, the Board of Directors comprises executive directors Messrs. Yang
Rongming, Zhou Yuejin, Feng Zansheng and He Shuhua and independent non-executive directors
Messrs. Wu Zhang, Wong Hin Wing and Zhang Heyong.

NOTICE CONVENING A CLASS MEETING OF
THE HOLDERS OF THE OVERSEAS LISTED FOREIGN SHARES

Guangzhou Pharmacettical Company Limited (the “Company”) and all members of the board of
Directors of the Company (the “Board”) hereby confirm the truthfulness, accuracy and completeness
of the contents of this notice and jointly and individually accept full responsibility for any false
representations, misleading statements or material omissions herein contained.

TMPORTANT NOTICE

Time for the class meeting (the "Class Meeting”) of the holders of the overseus listed foreign shares
of the Company (*'H shares™): 11:00 a.m. (or i diate after the ion or adjournment of the
third extraordinary general mecting of the shareholders of the Company for the year 2004 (the
“EGM") which will be held on the same date and at the same place) oa Thursday, 30 December
2004,

Place where the Class Meeting of the holders of H shares will be held: the conference room of the
Company at 2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong Province, the People’s
Republic of China (the “PRC™).

Manner for holding the Class Meeting of the holders of H shares: present.

Proposed special resolution: the proposed subscription of new shares of Guangzhou WangLacli
Pharmaceutical Company Limited (“WangLaoli”) by Golden Force Pharmacy Limited ("Golden
Force”).

INFORMATION ON THE CLASS MEETING QF THE HOLDERS OF H SHARES

(1) The praposal for convening the Class Meeting of the holders of H shares was considered and
approved at the eighth meeting of the Third Session of the Board (the “Board Meeting”).

{2) Time for the Class Meeting of the holders of H shares: 11:00 a.m. (or immediate after the
conclusion or adjournment of the EGM which will be held on the same date and at the same
place) on Thursday, 30 December 2004,

(3) Place where the Class Meeting of the holders of H shares will be held: the conference roomi of
the Company at 2nd floor, 45 Sha Mian North Street, Guangzhou City, Guangdong Province,
the PRC.

MATTERS TO BE CONSIDERED AT THE CLASS MEETING OF THE HOLDERS OF H
SHARES

To consider and, if thought fit, pass the following resolution by way of a special resolution:

“That the subscription by Golden Force of 98,378,439 new shares of WangLaolJi, of which the
Company is an existing major shareholder holding approximately 92.48 % of its current issued
share capital, pursuant to the terms and conditions of a subscription agreement dated 8 November
2004 entered into between Golden Force and WangLaoli (the “Subscription”), details of which
are set out in a circular dated 12 November 2004 issued by the Company to its sharcholders, be
and is hereby approved and that the Directors of the Company be and they are hereby authorised
on behalf of the Company to sign, seal, execute, perfect and deliver all such documents and
deeds and do all such acts, matters and things as they may in their absolute discretion consider
necessary or desirable and in the interests of the Company for the purpose of and in connection
with the implementation of the Subscription.”

The Subscription was considered and approved at the Board Mesting and the resolutions passed
thereat were published in the PRC and Hong Kong on 9 November 2004.
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GP Guangzhou Pharmaceutical Company Limited

{a juint stock company with linited liability established in the Pecple's Republic of China)

(H Share Stock Code: 0874)

ATTENDEES OF THE CLASS MEETING OF THE HOLDERS OF H SHARES

{1) Holders of H shares whose names appear in the Register of Members of the Company at the
close of trading in the afternoon of Monday, 29 November 2004 (including those holders of H
shares who have already successfully submitted verified share transfer applications on or before
29 November 2004) are entitled to attend the Class Meeting of the holders of H shares. The
Register of Members of the Corapany will be closed from Tuesday, 30 November 2004 to
Wednesday, 29 December 2004 (both days inclusive) during which period no transfer of H
shares will be effected.

Each holder of H shares who has the right to atiend and vote at the Class Meeting of the
holders of H shares is entitled to appoint one or more proxies, whether a sharcholder or not, to
attend and vote on his behalf at the Class Meeting of the holders of H shares. A proxy of a
holder of H shares who has appointed more than one proxy may only vote on a poll. In order to
be valid, the form of proxy together with a notarially certified copy of the power of attorney or
other documents of authorisation (if any) must be deposited at the Company's office not less
than 24 hours befare the time for holding the Class Meeting of the holders of H shares or any
adjuornment thereof.

2

(3) The Directors, supervisars and senior management of the Company.

REGISTRATION FOR THE CLASS MEETING OF THE HOLDERS OF H SHARES

{1) To register for the Class Meeting of the holders of H shares, an individual holder of H shares
should produce his/her identity card and shareholder account card: a proxy should produce the
farm of proxy, the appointor's and the proxy's identity cards and the shareholder account card
of the appointor: and a corporate holder of H shares should produce a photocapy of its business
license, the authorisation document executed by its legal representative, its shareholder account
card and the attendee’s identity card, Overseas sharcholders may make registration by mail,
telephone or fax. !

v

(2

Registration time and place .

Registration time: 8:30a.m. - 11:30a.m. and 2:00 p.m. - 4:30 p.m. on Thursday, $ December
2004

Place of registration:  the Secretariat to the Board
2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong
Province, the PRC.

OTHERS

(1} Address of the Company: Guangzhou Pharmaceutical Company Limited, 2nd flgor, 45 Sha
Mian North Street, Guangzhou City, Guangdong Province, the PRC.
Postal code: 510130

- Contact person: He Shuhua

Tel: (86)20-81218119 Fax: (86)20-81216408

(2) Address of Hong Kong Registrars Limited: 46/F, Hopeweli Centre, 183 Queen's Road East,
Hong Kong

(3) The Class Mecting of the holders of H shares is expected to last half a day. Sharcholders
atrending the Class Meeting of the holders of H shares shall be responsible for their own
traveling and accommodation expenses.

DOCUMENTS AVAILABLE FOR INSPECTION

Resolutions passed at the Board Meeting and the announcement in relation thereof.

By order of the Board
He Shuhua
Company Secretary

Guangzhou, PRC, 12 November 2004

As at the date of this notice, the Board of Directors comprises executive directors, Messrs. Yang
Rongming, Zhou Yuejin, Feng Zansheng and He Shuhua and independent non-executive directors,
Messrs. Wu Zhang, Wong Hin Wing and Zhang Heyong.

NOTICE CONVENING A CLASS MEETING OF THE
HOLDERS OF THE DOMESTIC SHARES

Guangzhou Pharmaceutical Company Limited (the “Company") and all members of the board of
Directors of the Company (the “Board”) hereby confirm the truthfulness, accuracy and completeness
of the contents of this notice and jointly and individually accept full responsibility for any false
representations, misleading statements or material omissions herein contained.

IMPORTANT NOTICE

Time far the class meeting (the “Class Meeting”) of the holders of the domestic shares of the
Company: 11:30 a.m. (or immediate after the conclusion or adjournment of the third extraordinary
gencral meeting of the shareholders of the Company for the year 2004 (the “EGM") and the Class
Meeting of the holders of H shares, both of which will be hcld on the same date and at the same
place) on Thursday, 30 December 2004 .

Place where the Class Meeting of the holders of the domestic shares will be held: the conference
room of the Company at 2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong Province,
the People's Republic of China (the “PRC").

Manner for holding the Class Meeting of the holders of the domestic shares: present.

'Proposed special resolution: the proposed subscription of new shares of Guangzhou WangLaoJi
Pharmaceutical Company Limited (“WangLaoli") by Golden Force Pharmacy Limited (“Golden
Force™).

INFORMATION ON THE CLASS MEETING OF HOLDERS OF THE DOMESTIC

SHARES

(1) The proposal for convening the Class Meeting of the holders of the domestic shares was considered
and approved at the eighth meeting of the Third Session of the Board (the “Board Meeting").

{2) Time for the Class Mecting of the holders of the domestic shares: 11:30 a.m. (or immediate
after the conclusion or adjournment of the EGM and the Class Mecting of the halders of H
shares, both of which will be held on the same date and at the same place) on Thursday, 30
December 2004.

{3) Place where the Class Meeting of the holders of the domestic shares will be held: the conference
room of the Company at 2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong
Province, the PRC.

MATTERS TO BE CONSIDERED AT THE CLASS MEETING OF THE HOLDERS OF
THE DOMESTIC SHARES
To counsider and, if thought fit, pass the following resolution by way of a special resolution:
“That the subscription by Golden Force of 98,378,439 new shares of Wanglaoli, of which the
Company is an existing major shareholder holding approximately 92,48 % of its current issued
share capital, pursuant to the terms and conditions of a subscription agrecment dated 8 November
2004 entered into between Golden Force and Wanglaoli (the “Subscription™), details of which are
set out in a circular dated 12 November 2004 issued by the Company 1o its shareholders, be and is
hereby approved and that the Directors of the Company be and they are hercby authorised en behalf
of the Company to sign, scal, execute, perfect and deliver all such documents and.deeds and do all
such acts, matters and things as they may in their absolute discretion consider necessary or desirable
and in the interests of the Company for the purpose of and in connection with the implementation of
the Subscription.”

The Subscription was considered and approved at the Board Meeting and the resolutions passed

thereat were published in the PRC and Hong Kong on 9 November 2004.

ATTENDEES OF THE CLASS MEETING OF HOLDERS OF THE DOMESTIC SHARES

(1) Holders of the domestic shares whose names appear in the Register of Members of the Company
at the close of trading in the afiemoon of Monday, 29 Novemnber 2004 are entitled to attend the
Class Meeting of the holders of the domestic shares.

{2) Each heider of the domestic shares who has the right to attend and voie at the Class Mecting of the
holders of the domestic shares is entitied to appoint one or more proxies, whether a sharcholder or
not, to attend and vote on his behalf at the Class Meeting of the holders of the domestic shares. A
proxy of a holder of domestic shares who has appointed more than one proxy may only vote on 8
poll. In order to be valid, the form of proxy logether with a notarially certified copy of the power of
attorney or other documents of authorisation (if any) must be deposited at the Company's office not
less than 24 hours before the time for holding the Class Mecting of the holders of the domestic
shares or any adjournment thereof.

(3) The Directors, supervisors and senior management of the Company.

REGISTRATION FOR THE CLASS MEETING OF THE HOLDERS OF THE DOMESTIC

SHARES

(1) To register for the Class Mecting of the holders of the domestic shares, an individual holder of
domestic shares should produce his/her identity card and shareholder account card; a proxy should
produce the form of proxy, the appointor’s and the proxy’s identity cards and the shareholder aceount
card of the appointor; and a corporate hotder of domestic shares should produce a photocopy of its
business license, the authorisation document executed by its legal representative, its shareholder
account card and the attendee’s identity card. Overseas shareholders may make registralion by

mail, telephone or fax. -
(2) Registration time and place
Registration time: 8:30am. - 11:30 a.m. and 2:00 p.m. - 4:30 p.m, on Thursday, 9 December
2004
Place of registration:  the Secretariat to the Board
2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong
Province, the PRC.
OTHERS

(1) Address of the Company: Guangzhou Pharmaceutical Company Limited, 2nd floor, 45 Sha
Mian North Street, Guangzhou City, Guangdong Province, the PRC.
Postal code: 510130
Contact person: He Shuhua
Tel: (86)20-81218119 Fax: (86)20-81216408

(2) Address of Shanghai Securities Central Clearing and Registration Corporation: 36/F, China
Insurance Building, No. 166 Lujiazui Road East, Shanghai, the PRC.

(3) The Class Mecting of holders of the domestic shares is expected to last half a day. Shareholders
attending the Class Meeting of the holders of the domestig shares shall be responsible for their
own traveling and accommodation expenses.

DOCUMENTS AVAILABLE FOR INSPECTION
Resolutions passed at the Board Meeting and the announcement in relation thereof.

By order of the Board
He Shuhua
Company Secretary

Guangzhou, PRC, 12 November 2004

As at the date of this notice, the Board of Directors of the Company comprises executive directors,
Messrs. Yang Rongming, Zhou Yuejin, Feng Zansheng and He Shuhus and independent non-
executive directors, Messrs. Wu Zhang, Wong Hin Wing and Zhang Heyong.




The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes
no representation as o its accuracy or completeness and expressly disclaims any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

B ENEREREERLE

GP Guangzhou Pharmaceutical Company Limited

{a joint stock company established in the People’s Republic of China with limited liabiliiy}

(Stock Code: 0874)

Second Notice Convening the Class Meeting of the Holders
of the Overseas Listed Foreign Shares

The Notice Convening the Class Meeting of the Holders of the Overseas Listed Foreign Shares (“H
shares”) (the “Meeting”) of Guangzhou Pharmaceutical Company Limited (the “Company’’) was published
on 15 November 2004. Up to 9 December 2004 (the date by which the completed and signed reply slips
from holders of H shares who intend to attend the Meeting must be received by the Company), the
Company had not received written replies from holders of H shares who intend to attend the Meeting and
whose shareholdings together represent more than 50% of the total H shares having the right to vote at
the Meeting. Thus, in accordance with the requirement of article 87 of the articles of association of the
Company, a second notice of the relevant matters of the Meeting is hereby given by the Company as
follows:

1. Time for the Meeting: 11:00 a. m. (or immediate after the conclusion or adjournment of the third
extraordinary general meeting of the shareholders of the Company for the year 2004) on Thursday,
30 December 2004.

2. Place where the Meeting will be held: the conference room of the Company at 2nd Floor, 45 Sha

Mian North Street, Guangzhou City, Guangdong Province, the People’s Republic of China.

3. Proposed resolution (special resolution): the proposed subscription of new shares of Guangzhou
Wanglaoji Pharmaceutical Company Limited by Golden Force Pharmacy Limited.

The businesses to be considered at the Meeting as well as its date and place remain the same as those
disclosed in the Notice Convening the Class Meeting of the Holders of the Overseas Listed Foreign
Shares published on Shanghai Securities in the PRC and on Hong Kong Economic Times and The Standard
in Hong Kong respectively on 15 November 2004.

By order of the board of directors
He Shuhua
Secretary to the boaid of directors

Guangzhou, the PRC, 13 December 2004

As at the date of this announcement, the board of directors of the Company comprises Messrs. Yang
Yongming, Zhou Yuejin, Feng Zansheng and He Shuhua as executive directors, and Messrs. Wu Zhang,
Wong Hin Wing and Zhang Heyong as independent non-executive directors.

Please also refer to the published version of this announcement in The Standard / Hong Kong Economic
Times.
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£ nnouncement

the Company held by it for the 1eorgamza on of habrhtres owing by

Guangzhou Baiyunshan Pha.rmaceuucal Company me.ed
' W TS -—’7,..}'4’?" CaY B ""‘1‘{ o

v mforrned by GPHL, t.hat accordmg toa ruhng ‘made by
Guangzhou Intermnediate People s Court of Guangdong Province on 11 April

" 2005 ([2005] Sui Zhong Fa Zhi Zi Civil No. 736) 56,010,000 state-owned
shares of the Company held by GPHL, representmg approximately 6.91%
of the Company’s total issued share capital, which had been pledged to
Guangzhou Beicheng Rural Credit Cooperative, had been frozen The frozen
period is from 11 April’2005 to 10 April 2006 .

This announcement is made in accordance thh Rule 13. 09(2)of the Rules
Goverming the Llstmg of Secunues on thc Stock Exchanoe of Hong Kong
- Limited. -

“ By order of the Board
He Shuhua
Campany Secretary

As at the date of thls announcement the Board of the Company
__ comprises Mr. Yang Rongming, Mr. Zhou Yuejin, Mr. Feng Zansheng

-and Mr. He Shuhua as executlve dlrectors, and Mr Wu Zhang, Mr.
Wong Hm ng and M;. Zhang Heyong as mdependent non.execuuve

BT



|

TF - Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
announcement. '

EMERREERAE

GP Guangzhou Pharmaceutical Company Limited

(a joint stock company established in the People's Republic of China with limited liabiltry)

(Stock Code: 0874)

ANNOUNCEMENT

The directors of the Company (the “Directors”) have noted the recent increases in the price of the
shares and increase i1 trading volume of the shares of Guangzhou Pharmaceutical Company Limited
(the “Company”) and wish to state that the Directors are not aware of any reasons for such increase.

The Directors understand that the Company is in the process of negotiating terms of the continuing
connected transactions (as defined in the Rules Governing the Listing of securities on the Stock
Exchange) with Guangzhou Pharmaceutical Holdings Company Limited, a substantial shareholder
holding approximately 60.55% interest in the Company. As the transactions may or may not be
proceed. The sharcholders are advised to exercise cautior when dealing the shares of the
Company. Further announcement will be made once the transactions are materialised.

Save as disclosed above, the Directors also confirm that there are no negotiations or agreements
relating to intended acquisitions or realisations which are dis:loseable under Rule 13.23, neither is
the board of Directors (the “Board”) aware of any matter discloseable under the general obligation
imposed by Rule 13.09, which is or may be of a price-sensitive nature.

Made by the order of the Board, the Directors collectively and individually accept responsibility
for the accuracy of rhis statement.

By Order of the Board
Guangzhou Pharmaceutical Company Limited
He Shuhua
Company Secretary

Guangzhou, the People’s Republic of China, 25 April 2005

As at the date of this announcement, the Board comprises Mr. Yang Yongming, Mr. Zhou
Yuejin, Mr. He Shahua and Mr. Feng Zansheng as execative directors, and Mr. Wu Zhang,
Mr. Wong Hin Wing and Mr. Zhang Heyong as independent non-executive directors.
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Gpc Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liohiliry established in the People s Republic nf Ching)

IMPORTANT NOTICE

(Stock Code: 0874)

Summary of 2004 Annual Report

3.2 Principal Financial Indicators

21 The Group's axsels were revalued by an international valuer in

o . " 7 isti 3 oy a1

The Board of Directors (the "Board") and all the Dircciors of Princpal Fnercal Indicaors 2004 03 Changes (%) 02 1999 Tor the purpase of isiing of the Compiny s H Shares, The

A 1 s . " X said revatuation has been retlected in the accounts prepared under
Guangzhou Pharmaceutical Company Limited ("GPC” or the Earnings per shaze (RMB) 007 00 160,45 0.20 HK GAAP instead of the accounts prepared under PRC
“Company") collectively and individually accept full responsibility The latest eamings accounting standards and systems. The depreciation charged in
far the authenticity, accuracy and completeness of the infarmation per share (RMBY L) Y 160.45) 020 he accounts prepared und‘cr HK GAAP was higher than that
contained in this annual report and confirm that there are no false Refurn on net assets colculated under PRC accounting standards and systems as the
information, misleading statements or material omissions in this anpual (weighted average) (%) e 5.87 161.33} 650 former was calculated on the basis of revalued amount af fixed

report.

Return on aet asses fier

assels.
The Company held the | 1th meeting of the 3rd session of the Board .d:du:ung‘n:m:p:rilmi q 163 606 660 IR 3 The Group has not made provision for deferred 1ax in the
of Directors on 27 April 2005. Mr. Yang Rongming, the Chairman, N "““‘)\(“";;g (:( average) { 1 1 156.60) - accounts prepared in uccordance with PRC accounting standards
was not able to attend this meeting because of official business and Hlt.u. nlows rom;p';:nn:. o 00l 10620 s and systems. For accounts prepared under HK GAAP. liability
had appointed Mr. Zhou Yuejin, the Vice Chairman to exercise the actvities per share (RMB) - e 62 i method was used (o make full provision for the deferred tax
voting fight on Kis behalf Asatd] Asat3l Asel 3l habnlil_y in refution 1o all the temperary time differences, which
) L ) {terember Dacembre December made it possible to offset axl the recognized deterred tax
Guangdeng Yangcheng Certifizd Pubiic Accountants Co., Lid. 20 200} Changes 602 agxets by Tuture nssessudble profit ang utilizabie tinporury time
(formerly known as “Guangzhou Yangchery Caitificd Public e (K313 - i 044 ™ differencer.
oy ) S ot assets per snzee (R4 N kv 2
A?counlﬂnls Co., Ltd."). the don.:ulu. wuditors, and Sguscd s 4} This wux the staff honus and welfare fund appropaated from
PricewaterhouszCocpers, the Hong Kong auditers, huve issued Susets per share (RAMB? g g7 137 280 profin after taxation in the aceounts prepared wnder PRC
unqualified audiiors’ reporis, N : ) o ’ h accuunting standard and systems, Under HK GAAP, it was
Mr. Yang Rongming, Chairman of the Board, Mr. Xie Bin. General on'opc.n’“‘h pems . ) recogni-ed as expenses in the profit and loss acconnt of the
Manager. Mr. Gao Fang, Finzncinl Controller and Mr. Chen Binghua, @ Applicabic U3 Mot applicable period.
Senior Manager of the Finance Department, individually accept Non-operating items included: S)  Loss arising from the increase in capital by the Group in n
responsibility for ensuring the authenticity and completeness of the Non-operating items Amount subsidiary was recognised as capiaal reserve in the accounts
financial reports contained in this annual repornt. (RMB‘O()Ov prepared in accordance with PRC Accounting Staundards and
) X . o X Systems. Under HK GAAP. it was recognized in the profit und
Unless otherwise stated, the financial dalé contained in this report is Lesses on dispasal of Iong-ierm equity investmenis, 105 account in the then period and is transferred from profit
extracted from the accounts prepared in accordance with PRC fized assets, construction in progress. intangible afler tuxation to capital reserve.
accounting standards and systems. assets and other Tong-term assets 137081 6)  Government subsidies transferred to fined assets were recognised
This annual report is prepared in both English and Chinese. In the g°f°?m:"[h§r'h" end subsidies: g 5& as capita! reserve in the accounts prepared in accordance with PRC
event that different interpretation oceurs, with the exception of the .lm;:/m‘ ;H"";":T:mmm:" Jl”‘g Accounting Standards and Sysiems. Under HK GAAP. income of
accounts prepared in accordance with the accouniing principles :‘( sxg:? m":’rud ﬁm:‘c':l“;"'::"[}“ ) g govemment subsidies were deferred and were changed in the profit
generally accepted in Hong Kong (“HK GAAP™) and the Hong Kong N nommem o s e and loss aceount and calculated by straight line meinod in
auditors’ report thereon, the Chinese version shall prevail. h“n»o r § e e S accordance with estimated useful tife of the relevant assets.
o ANY PROFILE O operaling expenses 1y o “c('“g 71 On tst December 2001. the Group has participated in & medical
OMP, 119 plwu}on far valug impairmeat of assels insurance scheme set up and managed by the Guangzhou
General Information made '"_'m'd‘m wilh the o People’s Municipel Govemment as required by the Pilot Scheme
breviation: 2 Pt Enterprise Accounting Regulivons 117 of Basic Medical Insurance lor Employees of Guangzhou issued
Stock Abbreviation: GZ Phar. Reversal of provivions for impaiincals - by the Guangzhou People’s Municipul Government. Under the
Stack Code: 600132 (A share} made in the precious yeir < requirement of HK GAAP. (he medical insurance for Lhe past
Stock E ) The Shanghai Stock Exchange {ncome tax cflect st services of the ratired and would-be retired staff was recognised
tock Exchange: The Shanghai Stock Exchange Minarity intesesiy us cosls 10 the previous vears. However, in the accounts prepared
Stock Abbreviation: CZ Phar, o} under PRC Accounting Standurds and Systems, such medical
Stock Code 0874 (H share) 2.3 Differences between the accounts for the year ended 31 December insurance was rCCOEni_‘f—d as expenses on an reimbursement basis.
' 2004 prepared in acenrdance with PRC accounting standards and Cash reimbursement is not aceeptable by HK CAAP.
Stnck Exchange: The Stock Exchange of Hong Kong Limited systems and HK GAAP 3, Write-olf of payables was recognised ay capital reserve in tne
Registered address: 45 Sha Mian North Street, & Applicable €1 Not applicable ;twun:; Pr;r;rred in chord;;ceA\:\i;n.(PRC Accmf{u;r{s
Guangzhou City, Guangdong Province, PRC tandards and Systems. Under , it was recognised in
¢ 4 pione Under PRC the profit and loss account and was (ransferred from profit after
Postal code: 510!30 accounting tax to capital reserve.
d . - N
Website: hitp:ffwww.gpc.com.ca N suandards and Under 9)  As there were differences between net profit/profit attributable
ates systems HK GAAP harehold d under HK GAAP &nd thal prepared
a . RMEwo’ (RMB:000 to shareholders prEpBTC. unger an al prepare.
E-mail address: sec @gpe.com.cn f under the PRC Accounting Standards and Systems due 1o the
Contacts Net profil $5.29 42829 above adjusiments, resulting in the differences in minority
Representative of Explanstions for the difference terest. )
Company secretary securities afTairs Net pr:ﬁ:nde; PRC eccounting o 34 g):;a;led from the accounts prepared in accordance with HK
standards and systems 292
Name Mr. He Shubua Ms. Huang, Xuezhen Less: Amortisation of incangible assets ! 10.416 . Asrestated
Address 45 Sha Mian Nonh Sueel, 45 Sha Mian North Sueet, Additional depreciation on Indicstors 200 003 00 2001 2000
Guangthou City. Guangzhou City, revalued fixed assls 2 175 | TumoverRMBOO0) 2309365 6973113 SR SIM0N 421188
Guangdong Province. PRC Guangdong Province, PRC Deferved taxation. et impael 3 61 2. Profit befare
Appropriation to $12ff bonus tnd ion (RME 15 300829 196360 05987 048m
Telephone  (3620) 8121 8119 (8620) 8121 8086 e o et 25 penies ' 1683 . H;’ﬁ“':‘:r:‘;um 000p 161475
Fax 18620) 812} 6408 (8620) 8121 (408 Losses arising from delution of 10 shareholders
: minority interests i a subsidiary § 1908 (RMB'000) QR Me68T  10LISS 95868 135250
E-mail hesh@gpe.com.ca huangs7@gpe.com.cn Add: Goverament grant recognised as income [ 361 1. Total assels
FINANCIAL DATA AND FINANCIAL INDICATORS Reversal of difference in provision [RMB000) 5413438 4954091 4410210 3877969 3256426
N for emplovee benefite. 3. Totat liabilities
| ¥
Principal Financlal Data in medical insurance 1 547 (lacluding
Principal Financial Datz 104 1003 Changes 2001 Unsettied long outsianding payables minority
KM 8000 kMg o0 tay KMB 000 wrilten off recogaset iy nconie ¥ SH intetesis)
i in mi nlerest: kL MB'Y 2402674 956, 469 657
Sales 1208314 6971.96) 1046 5,941,823 Differences in minority inleresis 9 b (RM8B 000‘) 2861846 02.674 1956130 (469539 1657.609
Total profit 167642 1847 @ 287506 Profit altributeble to sharehniders b. Sharcholdess” funds
o prow o : o o under HK GAAP 42429 (RMB'000) 2548592 2851417 2454080 2408430 1598817
Net profit 55,92 139.795 6045) 158478 1. Earmings per shore
Net profus after Explanations for differences: (R;;B:Pe i 08 o Gz 0419 018
novapersing e &1 144 460 (5627) 162.295 1) This was the costs of renovation for Staff quaners and was the tosses 4 ;an\\m' e . ' o
Asatdl Asatd] Asat 3 incul:red in 2000 {(vv' Guangzhou Pﬁm\rmaccu%ical Company Limited (RMB; 118 1S 30 297 IXt]
December 2004 Decermber 2003 Chunges December 2002 and ity subuud\un‘m (the "Group") in relation to the purchuse of 4. Relurn 0a nel
AME000 RMB000 Py AMB'00 staff quarters by its cn?ployezs. Under HK.OAAP. sucl'? con are wstls (%) 168 5.5 62 398 B4t
recognised as an inlungible asset and are subject (o umortisution on 10, Rutio of shareholders™
Total assets 4701035 iy 4,373,194 a straight line busis over a period ~f 10 years for the estimated Junds (%) 1.0 5150 5565 8211 910
Shazehalders funds 2419.476 )44 2335583 remaining average service life of its employees. Under PRC 11, Gearing fatio 151 (Note} 5298 1350 4438 3189 500
Net cash inflow from accounting slanduids und systems, the relevant tosses udjusted the Moo Gearng o o caleutated according 10 the following formula; toral liahitines
operating activities ELA 63303 0620 169,014 undistributed profit of the then beginning of the yeur. Totud asacts 3 V00T
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4.1

CHANGE IN SHARE CAPITAL AND SHAREHOLDERS

Movement in share capital
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The top ten shareholders and the top ten shareholders holding
{isted shares of the Company as at 3} December 2004

Number of shareholders as at the end

of the Reporiing Period 47,042
The top ten sharcholders
Shue bt
g uult Trd M
i Dl Pucme  tar ot peird Ko
Saacmery o B & e wtwa daroeken
ComsporPamreacs  NOUED MIGOPN Ay Lt W e
Pkdms Lied COML S i peiped ot
AR Somaers Luwed Wl NG gt Lars Unane  Shechider o
»u oo loogs
oo dams
o Geraret auet nOTHY DMKO Aseerratty Unhisct s Suxovned
Vamygtoc Ccrass & Mt
B A U s Lt LA Aty L tnisws Dok
" komg Ul by att o s
vt ferts tend
13RC Areters . 0 Apravnah et o Shamiolter
(rony Konti Lo an menen o
capd thaes
Rt 4 Gttt o WD Aperonnely [~ Lotrs  Suwcnkir of
Vo ke ke ans tore txe
ncance Fuad
Waeg Oort Kiag “ PR — Lt Gntroes Shantelirof
w domstc stares
M i Py man DR Apreunsch Luset Ul Pwrotkiof
[ e hars
Toug e Sy Am JENITEe—, = Uiwrn Qe of
Imenseu b [} toee e
Ko G Sy o) BT Appemah [ Uataerr Shureioider of
a donesic bt

The 1op ten shareholders of listed shares

No. of listed Nature of shares

shares held as 21 34 {A/B/H shares

Sharehotders December 2004 (share) or others}
HKSCC Nominess Limited 218214995 H shares
Bank of Commuaicalians

— Xiang Cai He Feag

Growth Sector Fund 1.499.897 A shates
HSBC Nominees

(Hong Kong) Limited 862,000 H shares
Bank of Communications

— Xing Ke Securities

{nvesiment Fund 165,500 A shares
Wong Chung King 308,000 H shares
Xu Wei Ping 220046 A shares
Xing He Securities

Jovestment Fund 216,354 A shares
Xing Gui Song 144 420 A sharcs
Lian Yuan Jie 121,600 A shares
Liu Zhi Zhong 120,000 A shares

RMERERIGRAIRAE

Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability esiablished in the Peaple's Republic of China)

(Stock Code: 0874)

Summary of 2004 Annual Report

Explanation on the connection .
among the above ten shareholders

According to the information provided by
HK3CC Nominees Limited, the H shares held
by it were held o behall of several elients.

+ The Company is not aware of iny conneclion
among the ten sharcholders listed above, or
whether (hey are persons acting in concen
stpulated in the "Rules Governing the Disclosure
of Changt in Shareholdess™ Sharcholding n
Listed Companies".

4.3 Controlling Shareholder and the Beneficial Owner

4.3, Change in the consrolling shareholder and beneficial owner of
the Company.
O Appticable

4.3.2 Information of the shareholder holding 10% or more of the
Company's total issued shares

@ Not applicable
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433 Relationshi;‘: balween the Company and the benefizial owner

The State-owned Assets Regulatory
Cemmission of Guangzhou

|
l 60.55%
The Company J

4.3.4 Neither the Company aov iny ol its subsidiaries hud purchased.
sold or radecmied any of thwe Compuny s snares during the Yeur,

4.3.5 Public Float

Based on the publicly available informution and 10 the best
knowledge ot the Directors, the Company has maintained
sufficient public float as al the latest practicable date prior to
the date of this annual report,

4.3.6 Pre-emptive Rights
According (o the laws of the PRC and the Articles of Association
of the Company, there ix no pre-emptive right which would oblige
the Company to issue new shares to the existing sharehoiders
on a pro-rata basis.

DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND

STAFF

Directors’, Supervisors’ and Senior Management’s interest in

shares (A shares)
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Directors und Supervisors working in the Company's corporate
shareholder

@ Applicable ] Not applicubie

Whether

received

Termsol  cemunersiion

Same Sharehostens Position oflce  of tllowaner

A Yang Roapming Guanghos Pharmarcncal Charran 2o [ o
Hobdings Lissited Generid Mager Wk peosem

Mo ChenCanyng  Guangrivm Pharmacemcat Chancman o the Fehary Yo
Holdsng Limited Latowr Utioa 2001 preseat

Annuul Emelements of the Directors, Supervisors and Senior

Munagement

Rmb 000

Aggregind anmea! eitoluments KAL)
Total eonrtumenis of the thes

highest puid Direciors 2232
Totul emoluments of the '

three highest paid

Senior Munugement 1523
Allowances ta indepeacent Direclors 8
Ceher emoluments 1o

Independent Direstors Nil

Directars und Supervisors who
did not receive emouluments
or allowance from the Company

Mr. Yeng Rangming,
Mr. Zhang Yugan, Mr. Chen Canying.
M. Cai Zhixiang and Mr. Li Yimia

Range of emoluments Number
Qver RMBAR. 000 4
RMB100.000-RMB400.000 1
Below RMB100.000 9

REPORT OF THE DIRECTORS

Management Discussion and Analysis

Scope of business

The Company and its subsidisries (collectively the "Group”) is
principully engaged in (1) manufacture and sales of Chinese Patern
Medicine("CPM"™); (2) wholesale, retail, import and export of western
and Chinesc pharmaceutical products and medical apparatus: and (3)
research and develepment of natural medicine and biological medicine.
According to the Group's consolidated sccounts for the year ended
31 December 2004 prepared under the PRC sccounting standards and
systems, the turnover of the Group was approximately
RMB7,708,314,000, representing an increase of 10.56% over that of
2003. Towl profit was approximately RMB167,642,000, representing
a decreiuse of 41127 over that of 2003 and net profit was
approximutsly RMB55,292,000. representing o decreuse of 60.45%
over that of 2003. According to the Group's consolidated accounts
for the year prepared under HK GAAP, the Group's turnover amounted
to approximately RMB7.709.565.000. representing an increase of
10.56% over that of 2003. lts profit before tuxation was approximately
RMBI161,675,000, representing a decrease of 47.48% aver thac of
2003, and profit attributeble to sharcholders was approximately
RMB42.829.000, represeating a decrease of 70.80% over thar of 2003,
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CPM manufacturing business (the “Manufaciuring Operations”)

Chinese Patent Medicine manufacturing business (the
“Manufacturing Operations™)

During the ysar 2004, due to the implementation of the national
policy regarding the administration on advertisement of
pharmaceuticels and their price-restriction, the amortization of
fixed assets and higher operating cost upon completion of GMP
renovation and the increase in the price of raw material all
resulied in 2 decline of (he operating resulis of the Company's
certain manufacturing subsidiaries.

According to the Group’s consotidated accounts prepared under
the PRC accounting standards and systems, turnover of the
Manufacturing Operations for the Year was RMB1,948,980,000,
representing an increase of 1.58% over that of 2003. Total profit
was RMB180,314,000, representing a decrease of 15.38% over
that of 2003, and net profit was RMB94,211,000. According to
the Group's conselidated accounts prepare under HK GAAP,
turnover of the Manufacturing Operations for the Year was
RMB1.920,231.000. representing an increase of 1.58% over that
of 2003. Profit before taxation was RMB177,976,000,
representing a decreas: of 25.44% over that of 2003, and profit
attributable to shareholders was RMB87,478.000.

In 2064, the Group Yo taken 1he I=llowing measures in its
Manufaciieing Operations:(i) it has endeavored Lo improve the
promoticn und marketing in its major predusts such as Xiao Ke
Wan, Hua Tuo Zai Zae Wan, and ta# series of Wang Lao Ji Liao
Cha and Hua Zhi Shuan and turther strengrhened the marketing
and promotinn of products so as to expand the market share of
its major products; (i) it has strengthened the cooperation with
large pharmaceutical companies in major citics, and enhanced
the marketing and promotion in the retail market; (i) it
continucd to strengthen the brand promotions to the academy
and end-users market such as hospitals and medical institutions,
During the Year, certain large promotions and academic
exchange activities were conducted, by which the corporate
identity and the brand popularity were improved: (iv) it has
strengthened the contact and connection with major customers
in marketing, and improved the credit management on customers
and markel control as well as accelerated the coilection of the
accounts receivable,

Afier the implementation of the aforesaid measures, there were
34 products whose sales income exceeded RMB 10 million in
2004, of which annual sales income exceeding RMB 100 million
included Xiao Ke Wan, Hua Tuo Zai Zao Wan, Xia Shang Ju
and the series of Wang Lac Ji Liang Cha, the annua) sales income
of 10 products ranged from RMB30 million to RMB100 million
and the ennual sales income of 20 products ranged from RMBI10
million to RMB30 million. The sales income of certain key
products such as Xiao Ke Wan, the series of Wang Lao Ji Liang
Chn. Hua Zhi Shuan , Bao Ji Wan, Ru He San Jie Pian, Qing Re
An Chuang Pian and An Shen Bu Nao Ye increased significantly
by 11.88%, 73.20%, 18.21%, 17.32%, 24.86%, 20.60% and
53.46% respectively as compared with 2003,

As affected by the market environment, the turnover of the cough
medicines decreased by 24.54% as compured with: 2003, among
which the series of She Dan Chuan Bei Pi Pa and Mi Lian Chuan
Bei Pi Pa Gno decreased by 25.15% and 27.28% respectively as
compared with 2001,

In 2004, the Company made its best efforts to accelerate its
subsidiaries to pass the GMP and GAP examinalion o obtain
the cectifications smoothly. Cucrently, the Company’s nine
manufacturing subsidiarics have all passed the GMP
examination. in addition, the Company has also aggressively
promoted the progress of GAP examination.

During the year, the Group continued 1o accelerate the
construction of technology platfarms and to strengthen the
research and development of new products. In 2004, there was
onc new medicine thul oblained the new medicine certificate
and production approval, four oblained the clinical research
approvals and four under the clinical research, among which,
Fu Li Tong Capsules (previously named as Feng Shi Ping
Capsules), a new key product of the Group, has passed the third
phase of clinical researches and the production of Ganoderma
Lucidum Spore Oil, Gan Jin Pian and Yi Sheng lun, ctc. has
been approved and started. Such items have established a solid
foundation for the future development of the Group's principal
business.

- RNERBERRAE

(Stock Code: 0874)

Summary of 2004 Annual Report

6.2

(2

)

Pharmaceutical trading business, including wholesale, retail,
import and export {the “Trading Operations™)

According to the consolidated financial accounts prepared in
accordance with PRC accounting standards and systems,
turnover of the Group's Trading Cperations for the year was
about RMBS5,789,334.000, representing an increass of 13.90%
over that of the previous year. Loss before taxation was about
RMB12,672,000, representing a sharp decrease of [17.68% year-
on-year, and net toss was RMB38,920.000. According to the
consolidated accounts prepared in accordance with HK GAAP,
the turpover of the Giroup's Trading Operutions this year was
about RMBS,789,334,000, representing an increase of |3.90%
over that of the previous year. Loss before taxation was about
RMB 16,302,000, representing a decrease of 123.58% year-on-
year, and net loss was RMB44,649 000,

According to the market changes, the Trading Operations mainly
focused on the following aspects: (i) they continued its active
development well as agent and distributor for prestigious
pharmaceutical products, actively secking and developing products
with characteristics and promising markel prospect, and try to
expand sales in the wholesale market. (ii) additional efforts were
made 10 expand the sales market of hospitals by enhancing the
capability of the hospital marketing teams. In addition, they alse
made an camest effort in improving the bidding and supplying for
hospitals with a wider range of medicines 10 increase the sales

velume tirough hiospital channels. (i) they expedited the process

cf renouree integration within the Group, and facilitated the
purchases. sunpties wud services of tragitional Chinese medicine
and raw materials in Lrge bulks. (iv) they timely adjusted the

development strategies on the retail network with focus on (e core
retail bushess. (v) they spceded up the construction of medicine
logistics center (o accelerate the delivery speed and inventory capitai
tumover. {vi} they strengthened the credit management controt of
tha clieats and the monitoring on accounts receivable, and
standardized the management flow of accounts receivable in order
to reduce the risks of bad debts arising from accounts receivable.
(vii) they enbanced the service consciousness, focused on all-
rounded services for major cusiomers and promoted the operation
of our brand series products.

During the year, the number of the new customers of the Trading
Operations increased by 633, products with distribution rights
increassd by 26 types and products with exclusive distribution
rights grew hy 24 types During the Year, the Compuny hes
undertaken a re-shifting of its retail pharmacies und closed retail
outiets that operated at a 103s. As at 31 December 2004, the
Group had 163 chain pharmacies. including 89 "Cai Zhi Lin"
which specializes in traditional chinese medicine and 73 “Jiun
Min" which specializes in chemical medicine.

The pharmaceutical logistics center of the Group has been put
intu operation in Muy 2004. During the year, the pharmaceutical
products wholesale companies under the Group have also passed
the GSP examination on schedule, and passed the re-examination
of the state pharmucy supervision authority.

In the year 2004, the opernting rusults of the Trading Operations of
the Group decreased. This was mainly due to the following reasons:
(i) affccted by the market entry of a large number of pharmacies
offering lower selling prices and the implementation of national
pricing policy on pharmaceulical products and policy on restricting
the sales of antibiotics, the gross profit margin of the Trading
Operations continued (o deline. In 2004, the gross profit margin of
the Trading Operaticns was 6.76%, representing v decrease of
11.40% as compared with 7.63% in 2003, To a cenain cxtent, this
affected the increase of profit of the Trading Operations; (i) the
Company's trading subsidiary, Guangzhou Chinese Medicine
Corporation, recorded e significunt loss due to provision for price
reduction of inventories it made and other extraordinary factors,
which affected the annual operation results significantly.

Analysis of Principal Activities of the Company by Business and
by Product
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Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability esiablished in the People's Republic of China)

6.3

6.4

6.5

Pricing policy The sale and purchase transactions with connected parties
for connccted  were al the terms similar to those transactions with other
trapsactions third panties. The prices were decided on arm's length after

considering the relevant goverament pricing and market
developmen.

Explanation onthe Guangzhou Pharmaceutical Import & Export
necessity and Carporation, a subsidiary of the Coampany, is engaged
continuousness  in impont and cxport of medicine, related ruw materials
of connecied and medical apparaius for enierprises including
Iransactions enterprises under the same group, Other trading subsidiaries

of the Company re engaged in the trading of pharmacestica!
products, including sales and purchases loffrom enterprises
nnder the same group. Szles and purchases of pharmaceutical
products from the Group are necessury.

The total amouni of sales of products from the Company to GPHL,,
its subsidiaries and their respective associales was RMBB4,146.000.

Note: (i) The above products are CPM products.

(ii) The baxis for the of the comp: in relation 1o
tramsactions were adjusted accordingly based on 1he changes in
connected parties,

Geographical analysis of sales arising from the manufacturing
operations and iruding operations is set out as follows:

Chsfige as
compyared
Regicn Turnover with 2003
RMB'DBO (%)
Southern China 6,102,676 10.67
Eastern China 537.056 14.32
Northern China 298,738 10.90
North-Eastern China 214,293 15.61
South-Western China 301.937 10.70
North-Western China 159,762 12.02
Exports 93.852 (20.22)
Particulars of customers and suppliers
Purchases of goods and <zrvices RMB$49,599.00v
from the 5 largest suppliers
S uf (ot} purchases (%) 1480
Goods and services sold 10 the 5 largest customens RMBS511,685,000
% of tot] sates(%) 6.4

Operation of the Group's invested companies (applicable to the
Group's invested companies derived to the Group of any
investment income which equals to 10% or more of the Group’s
net profit)

O Applicable @ Not applicuble

Explanaticn on significant changes in principal activities and their
composition

O Applicuble @ Not applicable

Explunation on significant changes in profit from principal
uctivities (gross profit margin) s compared with 2003

O Applicable @ Not applicable

Explanation on significant changes in operating results and their
composition

@ Applicable O Not epplicable

The Group's total profit for the Year decreused by 41.13% as compared
with last year, and its net profil decrensed by 60.45% as compared
with last year, which was mainly due Lo: (i) as affected by the market
entry of a number af chain pharmacies offering lower selling prices
and the implementation of the national pricing policy on
pharmaceutical products and policy on restricting the sales of
antibiotics, the gross profit margin of the Trading Operations continued
o deline. To a certain extent, this affected the increase of profit of the
Trading Opcrmidn.s: {ii) the Company’s truding subsidiary, Guangzhou
Chinese Mcdicine Corporation recorded u significant loss due to
provision for price reduction of inventories it mude and other
extraordinary factors, which affected the Group's unnua) operuating
results significantly; and (iii) due to the implementation of the national
policy regerding the administration on advertisement of
pharmaceuticals and the national pricing policy on medicine, the
amortization of fixed assets and higher operating cost upon completion
of GMP reaovation and the increase in the price of raw material
altogether resulted in a decline of the operuing results of the
Company’s certain manufacturing subsidiarics,
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6.9

Analysis on significant changes in overall financial position in
comparison with 2003

@ Applicable O Not applicable

(1) Notes receivable of the Group as at 31 December 2004 increased
by 254.26% as compared with } January 2004, which was
because major custemers of the Group used notes (0 settie the
debtor as the business of the Group grew.

(2) Advances to suppliess of the Group as at 31 Decomoer 2004
\increassd by 33,42% as compared with 1 January 2004, because
purchases of Group's rrading subsidierics increased significantly
bs a result of the growth in their business, and maore
downpayments were required accordingly.

(3} Asat 31 December 2004, ihe cost of fined assels increased by
31.56% over that of | January 2004, which was mainly because
several projects had been transferred to fixed assets on
completion during the year, such as relocation and renovation
of Yunpu Plant by Guangzhou Zhong Yi Pharmaceutical Co.,
Lid, the Huangjinwei Logistics Center by Guangzhou
Pharmaceutical Corporation and the GMP renovation projects
by each of the subsidiaries of the Company, Therefore, the
construction on progress decreased accordingly:

(4) Short-term borrowings as at 31 December 2004 of the Group
increased by 41.13% over those as at | January 2004, which
was mainly due to the discount of the undue notes payable 1o
banks fot cash by the Company's subsidiaries. Meanwhile, the
revenue from the principal businesses of Guangzhou
Pharmeccutical Corporation in 2004 recorded a sienificant
increase aver that of 2003, and its short- term
increased in Jine with increasing requirement of liquidity:

Luirowings

{5) The accounts payabie as at 31 December 2004 incruased by
31.59% over that of | Japuary 2004, which was mainly due
the increase of purchase as a result of the business growth of the
Group;

(6) Other amounts payable as at 31 December 2004 increased by
33.04% over those of 1 January 2004, which was maialy dae to:
{i) the increase in the amounts receivable entrusted to be collected
by and payable to Bank of Communications, Guangzhou Branch
as the transfer of accounts reccivable of Guangzhou
Pharmaceuticals Corporation, a subsidiary of the Company,
increased with the growth of its salcs volumes (i) the accounts
due and payable to GPHL Hanfang Contemporary Medicine
Research & D Co., Ltd, a subsidiary of the Company,
was granted by the Ministry of Finance of PRC, with the suppon
from GPHL., special funds for pharmaceutical research and
development.

(7)  Finunce cost of the Group for the Year incressed by 70.60%
over that of 2003, which was mainly due 1o the increase of
interest expenses as a result of increase in short-term borrowings
for the Year; and the increase of handling expenses charged by
financial institutes as the funds were mainly financed by way of
discounting of notes receivable and transfer of accounts
receivable,

{8) Income from other operations of the Group for the Year increascd
by 161.35% as compared with last year, mainly due to the
compensation fee of RMB4,565.000 for relocation received by
Guangzhou Chinese Medicine Corporation, a subsidiary of the
Company.

(9)  Net cash inflows from operating activilies of the Group for the
Year increase by 3.036.20% as compared with last year, which
was mainly due to the substantial growth of cash inflows from
operating activities over the cash outflows from operating
aciivities during the Reponting Peried.

Explanation on the impact of the change in production
envirenment 2and macro economy which has caused or will cause
on the Company’s financial status and operating resuits

@& Applicable O Not applicable

Factors such as the implementation of the national regulations on the
pricing policy of pharmaceutical products and the market eniry of a
number of pharmacies offering lower selling price led (o the

ingly ficrce inthe ical market
have coused certain impact on the Group's sesults for the year 2004.

phar
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Guangzhou Pharmaceutical Company Limited
(a joini stock company with limited liability established in the People’s Republic of China)

(Stock Code: 0874)
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6.10

6.11

6.12

Achlevement compared with profit forecast
0 Applicabl @ Not applicabl
Achievement compared with operation targets
O Applicable @ Not applicable
Details of use of proceeds from the issue of A shares
@ Applicable O Not applicable
Total proceeds raised 737,990,000
Total amount of proceeds uiilized in 2004 76.610.000
Accumulated amount of proceed ulilized 660,380,000
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Grous profit incrrand by 309,650

Dut io plant refocation, the complesion of the
technotogy upgrade for Fu Yan Xivo Sotutable
Tablets and Wei Re Qing Casules was deluyed
1ill 2003, while the expansion of chain pharmacies
slowed as a result of fieree competition in the
dometic pharmaceutical market

Explaration on return on
projects and the siate of
completion (on individual
project)

Reasans 2nd procedures of Nochange

change (on individual project)

Change in the proposed use of the proceeds from the issue of A
shares

Q Applicable @ Naot applicuble

6.13

6.14

6.16

Investments through use of funds generated (rom the Group’s
operations

@ Applicable O Notapplicable
Sieeol Resnse
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The Board's explanation on the qualified opinion issued by the
auditors

O Applicable @ Not applicable
Operation plans for 2005
@ Applicable 3 Not applicuble

In (he new year. the Group will adhere to its strategy of “To strengthen
basic management, control cost and expenditure, expand product
marketing and enhance profit-muking capacity’, While optimiziog
curporste governance und enhancing internal management nad
monitaring, the Company will make every elfort 10 develup und make
sizonger the main business by sourzing und developing new proli-
making points 1o uchieve the operation targets set for 2005, The plans
fur 2005 mainly include:

(1) To further strengthen markel planning and monitoring of our
pillur products such as Xiso Ke Wun and Hua Tuo Zai Zao Wan
while at the same tite make u good market planning of aur key
nunturing products such as Xu Huan Ting, Hua Zhi Shuan, Wu i
Bai Feng Wan and An Shen Bu Nao Ye, with a view to developing
severu) mainstay products with cutting edge in the shortest time.
Meanwhile we need to do a good marketing on our key products
like Fu Li Tong Capsule and Ganoderma Lucidum Spore Oil
featured by high content of science und technology, high values
added and promising prospect so as to increase the profit of our
principat business,

2

To continue strengthening the core business of Guangzhon
Chinese Medicine Corporation and do cur best to reverse'the
loss position of Guangzhou Chinese Medicine Corporation,

3

To strengihen fund untraciion und continuously seek upportunities
for cooperation with outstanding pharmaceutical enterprises ut
home und abroad and to strengthen our ¢fforts in merging with
sppropriate domestic pharmaceuticsl enterprises,

To continue to expedite integration of ineternal resources within
the Group, to better the uniform purchase of traditional Chinese
medicine, raw materials in large bulks, packing materials and
import resources. At the same time, to entarge the market share
of the Group's products by leveraging on the advantnges of
wholesale and retail networks of the Group's Trading Operations,

@)

[¢]

To strengthen basic management and rensonable operating cost
saving, and to incresse the capilal utilization rawe, reduee
operation risks by further strengihening management of account
receivable.

The Company faces both new opponunities and challenges in 2005,
We will continue 10 exercise the spirit of indusiry, progress, pragmatics
and innovation 50 as te generate u better return for our shureholders,
Profit Torecust for 2005

Q Applicuble @ Not applicable

Proposed scheme of profit distribution and Increase in share
cupital from capital reserves

The amount of reiained profits available for distribution to shareholders
of the Company is the lower of the amount determined in accordance
with RPC accounting standards and systems and the amount
determined in accordance with HK GAAP. The Board recommended
a final divigend of RMBO.025 per shure (including withholding tax
for A Shures) for the year ended 31 December 2004 (2003: RMBO0.06).
The proposed final dividend will be submitted to the forthcoming 2004
AGM for consideration and approval (the notice to convens the 2004
AGM will be otherwise published).
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6.19

6.20

6.2

622

6.23

6.24

6.25

6.26

N

During the year, there was no increase in share capital from the capital
reserve.

Explanation on proposal for undistrition of profit
O Applicable
Liquidity

As at 31 December 2004, he current ratio of the Company was 1.46,
and its quick ratio was 0.97. Accounts receivable turnover rate was
9.77 times, representing s decrease of 4.48% as compared with that
of 2003, Inventory turnover rate was 5,58 times, representing an
increase of 1.11% as compared with last year.

@ Not applicable

Financlal resources

As at 3! Decemter 2004, cash and zash equivaslents of the Croup
amounted to RMB880,825,000, out of which 96.59% and 3.41% werc
denominated in Renminbi and Hong Kong dollars respectiviey,

As at 31 December 2004, the Group had bank borrowings of
RMB1,094,635,000 in total. The long-term borrowings of the Group
amounted to RMB157,180,000 {31 December 2003:
RMB 137.180,000) , which was fixed interest loans denominated in
RMB {out of which RMB47,680,000 is due in 2005 and
RMB 109,500,000 will be due in 2006). The short-term borrowings
of the Group was RMB®37,459,000 (3t Dccermber 2003:
RMB664,230,000). '

Capital structure

As at 31 December 2004, the Group's current liabilities amounted to
RMB2,398,058,000 (3} December 2004: RMB!1,948,139,000).
representing an increase of 23.09% over that of 31 December 2003,
and its long-term liabilities was RMB 148,330,000 (31 December 2003:
RMB162,691,000), with a decrease of 8.83% as compared with that
of 31 December 2003. The sharcholders’ funds of the Group as at 31
December 2004 amounted to RMB2,440,220,600 (3} December 2003:
RMB2,429,476.000), with an inecrease of 0.44% as compared with
that of 31 Deceaber 2003,

Capital expendituce

The Group expects the capital expenditure for 2005 (0 amount to
approximately RMB258,000,000 (2004: RMB329,000,000), which
wili be mainly applied in GMP renovation and other technology
upgrates. The Group has sufficient financial resources to meet the
capital expenditure and daily working capital requiremenis.

Gearlng ratio

Up to 31 December 2004, the Group's gearing ratio {calculated
according to the formula: total liabilities/total asseis) was 49.13%,
with an increase of 9.56% as compared with that of 31 December
2003.

Exposure to fluctuations in exchange rates

As majority of the revenue, expenses, assets and liabilities of the Group
are denominated in RMB, the Group does not have significant risks
in exposure to fluctuations in exchange rates.

Cash flows and its application

As at 31 December 2004, cash and cash equivalents of the Group
amounted 1o RMB880.825,000, with an increase of RMB64,386,000
as compared with last year. The net increase in cash and cash
equivalents of the Group from operating activities amounted to
RMB200,542,000, with an increase of RMB207,373,000 as compared
with |ast year, which is mainly due to the substantial growth of cash
inflows from operating aciivities aver cash outflows from operating
activities during the Reporting Period

Contingent liabilities

Up to 31 December 2004, the Group has no significant contingent
liabilities.

Charge on Group assets

AL 31 December 2004, part of the Group's bank loans were secured
by fixed assets with a net book value of fixed assets RMB 130,344,000
Other matters

6.26.1 During the Reporting Period, the Company had no significant
purchase and disposal of assets (including subsidiaries or
associnted companies) nor merger and acquisition activities,

6262 Compliance with the Code of Best Practice
Throughout the yeur, the Company was in compliance with the
Code of Best Practice as set out in Appendix 14 {0 the Listing

Rules of Securities on the Stock Exchange of Hong Kong Limited
(“HKEX™).

EERRGBERAE

(Stock Code: 0874)

Summary of 2004 Annual Report

6.27 Employees of the Group

7.2

7.3

7.4

As at 31 December 2004, the number of employees on the payroll
register of the Group was 8,879, including:

No. of employees

Production and supporting staff 4,526
Sales personnel 1,695
Technical and engineering 1,257
Finance and statistics staff 279
Other administrative staff 1,122

77 of the employees of the Group are holders of a master degree and
893 are holders of a bachelor degree. The number of retiress was
4,498, The total salary payment for the Year was approximately
RMB399,000,000.

The remuneration of the employees of the Group includes salaries,
bonuses and other fringe benefits. The Group applied different rates
of remuneration to different employces, Sased on the employees’
perfcrmancc.‘ experience, position and other faclors and is in
compliance with the relevant PRC rules and regulations.

MAJOR EVENTS

Acquisition of assets

O Applicable @ Not applicable
Disposal of assets
O Applizable & Not applicable

Material guarantees

& Applicable O Not applicable
Gaarintec prorifed o puies wae thas the Company's scbeidiaries
Duie ot Guartatee
esplngef Anmsilowited  Toxel  Temel B csssean
Gommasteed parties et RMBO®  qunster  puareitse oot parties
Accumuiated amuunt of guurdiies provided
dniing e Reporiing Perie Nil
‘enount of guaranzees as a1 3 December 2004 Nil
Cunrantees previded to the Company’s subsidlaries
Accumulated amount of guaranices pruvided « the
Company's subsidiaries during the Reporting Period 652,650
Amount of guarsatees provided to the Company's
subsidiaries as at 31 December 2004 652,650
The Company’s guarantess (including those
provided to its subsidiaries}
Total amount of guerantees provided 652,650
% of the net assets of the Company 26.76%
Deregulatory gusrantees of the Company
Amount of guaraniees pravided 10 th: Company's
controlting sharcholder and other connecied
parties in which the Compuny beld less
than 50% equity inlerest Nil
Direct or indirect guaraniees provided to parties
with a gearing ratio of over 10% Nil
Whether the total amount of the guraraniees provided
amounts 1o 50% of the net assets of the Company Nil
Amount of deregutery guarantecs provided Nil

Save as disioscd above, the Company had not provide any guarantees
to any parties in which the Company held {ess than 5095 equity interest.

Material Connected Transactions

7.4.1 Sale and purchase connected transactions

@ Applicable O Not applicable
Ses of producs and Porchess of pradocts 134
servces 16 cotnerted petics epviees rom enseted purties

Yol

ol e e

o el
Conmerted perties Ams Iraaiaclna At Aoaas
o a3 narw
Grangiow Gom Gt Pramacewical Fery am oure R oun
Ganption Ming Xieg P eical Fuonoey 18% (] nm (5]
Goappion Tan T Parmaceecs Co, Lt 1y e Ve wm
Guargcn Ke i Gong Pamxemat ety L oot w e
Caangzion Gusag Hor Parmacemcal Co., Lad a9 onY b g LR
Geanyzion Ve Cai Pt $ - B [
o Lis Deveoponst Co. Lt - - g usn
Getsom Do Fr Mot Ce. Lis - - o -
Cvasgtine Pasmacreseal ndusive Inswte ! - . -
Gampshon Brigsshin Chinese Mo Facry (5.3 L] (AT 5038
Unaagebes Bripvmsban Phamactwy Facsory .50 L1 18y -
Grasgtoos D st Py I v - -
Tou! Hiw 18 (R 14%

7.5

7.6

7.7

7.8

Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability established in the People's Republic of China)

7.4.2 Funds to/from connected parties

@ Applicuble O Not applicable

f pardes
Cousected s el moest St kil aeen) bl

e naw g tayem
oo e Byt
Grungzhee Qo Gy Pramceesca Frry 155 na [ w
Gosagzin Mg Ko P Fceny 150 " % m
Ceargcion Tum Kin Rmucewcd Ca. Lg st L1 ] n
Crangeaom e i Gong Prrpacecesl Ficory an @ 2 [
Cnangrion Guaeg s Prarmace e (. s 5} 151 Wit »
Garegrier Wi ¢ e * - Ly »
Poia Developmes: . Lad - - g A
Guangcion Diomt Fe Ml Co. L4 - - 1 a
Guaagzios Pl (e Insses 16 1% 16 ]
Gumgrios Birmin b Mot Facer 4 um m L)
Cumgrion aiymwae Pamacrmcl Faoary Jses @ - -
Tt L B g 20
e eciatis o pryites
o o un um na
Gewgrion B Ji Goug Praaerea d Fevry 3 3 - -
Cutngiven Hos iz e Apparan (o Ul - ] - -
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CangzhosMicg Yng P oy . - w 7 «
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Guangrhon Biyeasio Pemcwcst Fioy - - “ eh
Tustyrien Dairatshes Chomiscal Favery - - " *
Tt na a

The initial amount of funds provided to the Company's
controlling sharcholder and its subsidiaries during the Reporting
Period amounted 1o RMB 12,341,000, und the balance was
RMBS52,709,000,
Trusted fund management
03 Applicable @ Not applicable
Commitments
O Applicable & Not applicable
Material Litigation and Arbitration
O Applicable @ Not applicable
Performance of duties by Independent Non-executive Directors

During the Reporting Period, all the Independent Non-executive
Directors of the Compuny worked diligently and attended meetings
held by the Bourd of Directars punctually and expressed their
independent views on connecled transactions made during the
Reporting Period and earnestly dischorged their duties.

7.8.1 Attendance «f Board meetings by Independent Non-executive

Dirkctors
Meetings  Meetings

Meetings  mtended  aftended

sopposed  in person by proxy
Name to aitend {times) (times) Absence
M. Cho Youlin, David 3 3 / !
Mr. Liu Jinziang (* 3 3 ! /
Mz. Zhing Bohea 1 3 / I
Mz, Huang Buren 1 3 ' /
Mr. Wy Zhang ¥ 12 / /
Mr. Wang Hin Wing (*) 9 8 | !
Mr, Zhang Heyong 9 9 ! '
Noie:

independent Non-cxesutive Direclors marked with (>} has appainted other
Directors t sttend and voic on his behalf respectively.




The Standard Thursday, April 28, 2005

NOTICES N7

hd

9.2

7.8.2 During the Reporting Period. the Independent Non-executive
Directors of the Company made no opposition to atl the Board's
resolutions and additional matters other than Board's resolutions
of the Company for the Year.

tive Directors

7.8.3 Independence of the Independent N

The Board has confirmed its receipt from each of the Independent
Non-executive Directors a confirmation letter in regards to his
independence pursuant to Rule 3,13 of the Listing Rules of The
Stock Exchange of Hong Kong Limited (“HKEX"). The Board
considers the existing Independent Non-executive Directors to
be independent in which all of them are in compliance with the
relevant provisions of Rule 3.13 of the Listing Rules of HKEX.

During the Reporting Period, no loan or guarantee for any loan
were made by the Group, directly or indirectly, to the Directors,
Supervisors and Senior Management or their respective
connected persons of the Company and our controlling
sharehoiders,

7.8.4 Audit Committee

The Audit Commitice of the Company had reviswed the

ing policies, i {ations and methods adopted
by the Company, and discussed with the Company's management
sbout the audit, internal controls and financial reporting. The
Committee also reviewed the audited accounts for the year ended
31 Decemnber 2004.

REPORT OF THE SUPERVISORY COMMITTEE

The Supervisory Committee is of the opinion that the Company has
been operating legally and properly with respect to the financial
condilions, use of proceeds raised, transactions of acquition and
disposal of asscts and connected transactions.

FINANCIAL REPORTS
Audit Opinion

The Company's accounts fur the year ended 31 Decemnber 2004 were
audited by Guangzhov Yangcheng Czrified Public Accountants Co.,
Ltd, who issued an unyualified auaited report [2004 Yene Cha Zi
No. 5161} signed by the two Chinese certifizd public cccountants,
Mr. Huang Wei Cheng and Mr. i Xusheng.

PricewaterhouseCoopers are the Company's inturnational auditors,
who issued an unqualified audit opinion cn the Company's HK CAAP
aceounts for the year ended 31 December 2004,

Batance sheet of the Group and the Company as at 31 December
2004, profit and loss account of the Group and the Company for
the year ended 31 December 2004 and cash fNlow statement of the
Group end the Company for the year ended 31 December 2004

Balance sheet of the Group and the Company (audited)

The Groep . The Compeny
Al Ml Al Asadl
ttems Jaouary 2004 Dectmber 204 Jasmary 204 December 2004
RME RHB RME RMS
Carrent nisets
[« NGANOLIE B0ENIN0 DLSAMOL 2018067250
Shon-t2m invesiments 494R9II0 3T 13562.000.00 WARIND 13.562.000.00
Notes receivabie SLUVI 188.209.600.13 - -
Dividends receivadle 01831000 - 631651000 -
Interen receinable - - - -
Accouots reetivadkes MMLENE W) - -
Other rctivables 13050013037 1012208342 NSRRI
Advances o szpplien 1010233141 160020093101 - -
Sebeidy receinadie 032333430 222415533 - -
Lavemaries 1067485890 1 07192415616 - -
Prepaid expenses $1.300,55.06 RSN - -
Long e deba iavesimenty
mauriag within oe yer - - - -
Ocher coments nssett - - - -
Tolal currents wssets. PRSI LIV L TR ] LXK YR
Lesg-erm tavestarst
Long 21w equity investmen 14.861,19297 MEIMSE  135ININTE IR 028 a1
Lotg-1em tebt investmen - - - -
Tota) long-term lpvegment 3819187 MEI0TMIE  LASLILENIE I ATIERION A
Inclode: Differeace is
comsalidation 146021914 [REEb 1 - -
Inctode: Differesce in
egpty iovesument LA 4TS ANLRS - -

MERBRIGRIRAR

Guangzhou Pharmaceutical Company Limited
{a joint stock company with limited liability established in the People's Republic of Chinu}

(Stock Code: 0874)
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Tiems

Fired assety
Fixcg asseucost
Less: Accomutated
depreciation
Fised assets-

et book valoe

Lasy: Fized assels
ipairmeat provision
Fraed assets-

e ook ralve
Constructon supplies
Constroction in progress
Futed wsews pending

ot Cispasal

Tatal fixed asets

[ntangidie assets
and giber assets
Intangibie asccls
Longern prepaid rapeases
Orber Ioag-ierm sszets
Tous! inusagitle asel
and otber assels
Deferred taxation
Deferred wa dedits
Toud usets

Correct fladllities
Shonerm lonzs
Kotes payabc
Accounts payible
Advunces from cuitopen.
Aceroed yrolt
Welfare besfin pasisie
Dividends payash
Tates peybic
Ottes levies payable
Otber payadies
Actrved expenses
Provision for
loreseeable liabitities
Portion o fongeterm iabliies
due witin e yett
Ochet cureat lihlies
Tola) current ishilites

Long-tera tabilities
Losg-ierm loans
Debestires payable
Puyables after one yewr
Goretmen grants payable
Octet long-tena payables

Toul long-tern liabillties

Deferred tax
Delemed 1 eredits

Toul tiatifites
Minesity iserests

Shoreholdens’ fund
Shase capial
Less: investmest returned
Nel sbare copiat
Capial sorplus
Resened fund
Inctude: watstory
weltare fund
Retnined carings
I o dividendt
Difference in
foreiga cumency
Less; sarecogaiced
investment kg
Total shacebelden’ fund
Total liskillies sed
shareholders’ fund

The Geoup The Company
At Asa 3t At Asai
Douiy 100t December 24 fanoary 2004 December 2004
MR Rip RMD M8
LS0SALTO36 LS0ABINAI  ILATOBOL 41008150
ABSBBINTT  SIISLSAL 10215630 LK
LOBMAIAT  LIOMN  NHIMS 368
VouMesua MMM NIRD NIEINY
\
SOOI LINTINY RGN DAL
WSBIE 1964507800 - -
LTINS VAN NSIILT BASAD
LSS 103HSINTS - -
BABKOE WSS LML LA
ILIABHIRBUNY IINMLN 000
OIS SINSTOST)  LRGIINAL 24886031299
SL000000  IINABA003 - -
LRI 102N - -
SUBRSTIIE  MASMATLIS - -
WHLSRR 100208 - -
MEMABE NWITH LA 2ANIHN
[T TR TR 0 R VT £ § R o]
TR A 11310 2535020
HHLHOG M40 HesN 486275
WSS LB 12,1618 110N
I9S0K2  MESTALIS OGMLES IS8
255 0NN 100000 215000000
BOOMON  ATHO0N000 - -
BN LIISLENN ONIIM%  BINIHLST
107,15000000  109.500.000.00 - ~
66T 50001256 - -
W B 1,000.000.00 -
5.000.000.60 - - -
126060085 HEINIBAT | 00000 -
LINENMEID 2SI RNMING WSS
16TINBIAS 1B - -
HOINONK  HOOMON  H105000I  EIASKN0
$10.900.000, 3105000000
LIOSTLIONI  LIZ6IBIASIS  LAI.0546238  |AIS505438.60
AEMSANOT  BOALIDS  MSEAISI  1S)IIRI61SE
(MABSIAT  1SISTO6560  SLUIBTEEIS  BLIAISII
QT A0S IWOSBIM  MBBIUT
BESONN  DINKOK  @SMXAN  NINIWK
LANATEILA THOIOIS] LOLISKIAIE  1IARINR
A0V M LRI LELEITI LS ANINS

Profit and loss account for the Group and the Company (audited)

DGy e Compeey
tems 084 0 ] 0
) raa e ut
S TRIINIEM 6PNt - -
Less: Cona of swes PEUT VRIS BTy ) - -
Taxes 26d evies 276297784 naRIIN? - -
Prall frem peiveisal eperetions
(Lows vasmenct v (P higal (ILASRONS6 LMLINEN0N - -
A Proi rem aener spsratons wEIME  anLaTn 5agbars1) L16,50040
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eneta! and stmmsisiting
tapenses ORIMINT BIENI0I WIpRS IEADE]
Fintace e BIT P RE FURNINSTE S YL QUG 08048
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Nowaper st incone T L 265095 102000 me
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(Lass was et < inpwy 1T ML DI ATBLNAY 1182092
L bcome G WIRINTS 1340280055 - -
Lok Minory imcsesty [XURDRN nass - -
Ast Lavesines ko vaeeogaizes - - - -
et prods
“Lots was iaseried wik 1 T tign} FE VT RS B Y aMEH LSRN
s ceiained gy beowght CERE LR ST 32 A AT
forward vamiet Irom ohers 53508 - - -
#roft dutribetable GLONATS AONI0I DILIRE sDAsY
Leu; Trieafer 0 ey
sorphs rescrves NMM%  NPLNN ATRING NANEY
Transte 1 simrory
i wetfare 11133047 O 48000 RAEEETEE o
Treaner e ol dowmses
129 wellar et L0 LN -
Traut:s o reservet fisd ruiegeLn w1500y - -
Traaor o c1pacsion fued 101005218 [ XHE) - -
Prof revemed o arestmen - - -
Pl diiriwtabie lo archalden LODIM ISLOBEI WLOSIAN AN
Lot Dividens b eefertss woees - - - -
Trwster o discretoeary
e e RIEILH WA0.2005 - -
Duvidend for ey e RO RSO0 BLAMN0N 4800000
Divicend for rtiery shares
mmsfensd vo i capia) - - - -
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Supplementary information
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Cash Flow Statement of the Group and the Company (audited)

2004
ltems Tbe Group  Tde Company

Cash Nows from operating sctivities

Cash received from sales of goods o rendering serviees $.914.281 463,31 -

Refund of Lan and levics 18340.083.82 -
Qther cash received rehating o operating acvities WIS 1195407834
Sub-total ef cash {nflows Q01804225 1195407834
Cash paid for goods or services 7.139.659.628 34 -
Cash paid w and on behalf of employees 57622904666 1.416,248.88
Paymeats of all type of tixes 456071994 50466944
Other cash paid retating to operting activities 639.277609.20 10,401,505.41
Sub-total of cash cutflows 381123822415 1831242303
Net cash Nlows from operating activities 0419800 (6368.345.39)
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Cash flows from investing activities

Cash rectived from ¢isposal of invesiments

tnclude: Cash received [rom disposal of u subsidiary

Cash received from investment income

Net cash reettved from dispasa! of fixed assews, intangible

Assets and pihes fong-term assets

Subtotal of cash inflaws

Cash paid 1o scquire fized assets, intangible assely
04 other fong-term esets

Cash paid to acquire investments

Ouher cash paid relzting 10 invesling activities

Sub-tota of cash outflwe

Net cash Nows from investing setivities

Cash flows from linancing activities

Cash rectived from capilal centributions

{nclsde: Cash reneived from capital contributions
from minovily sharcholders

Cash teceived from borowings

Cash received relating (o fimancing activiies

Sub-otai of cash inflaws

Cash repaymeats of amousts bomowed

Cash payments (or distribution of dividends.

profit ot interes: e1penses

tnclude: Cash paymeats for distribution of dividends
to minorify shucholders by subsidiarics

Other cash paymens relating 10 financing activities

tnclude: Cash payments to minorily shareholders by
subsidiaries as 1 result of reduction (s mvestments

Sub-total of cash outflows

Net cash flows from financlap activities

Eftect of foreign exchange rate changes oa cash

Netincrease [0 cash pnd cash equivalents

Supplemental inlarmation
Reconctlistion of profit to cash Nows
[rom/{to) operating petivities

Net profie

Add: Minority intescers {Lass wat inscried with *” sign)

Less: [nvesument bosses ymiccogaized

Add: Proviion for assel impairment
Drpreciaticn i :ined sssets
Amortization of iatangivte asic1s
Amurnization of long 12 ¢ xpeuses
Decrease in prepeid capenses (leus! increase;
Increase in accrucd expensas (less: decrease}
Losses on disposal of fized sssets, intangible assets

and othet long-term assets (less: gain}

Lesses an scrapping of fixed assets
Finance costs .
Lasses on inveximent (less: pain)
Deferred tax eredit (tess: dedi)
Decrease in inventories {less: increase) .
Decrease in operaling receivables Uless: increase)
Decrease in operatiag payables (less: increase)

Net cash flows from operating activities

{nvesting and financing activilies that don't involve
|n cash receipts or payments

Conversion of deh into capital

Convertible bonds due within one yeat

Fised assets acquired under Tinance leases

Netinereasef(decrease) in cash and cash equivalents

Cash 2t the end 0! veas

Less: cash at the beginning of vear

Add: cash equivakents at the end of year

Less: cash equivatents 3t the beyinning of year

Nel increase/(decrease] in cash and cash equirabents

GP

2004
The Giroup  The Company
QE03STNI6 414419743
459.476.00 -
BAOLEND 12201927602
1010.598.45 6%0.00
1462180319 212.655.48819
08I 380.319.650.34
WEE0NTT 135497555
16499308.39 815131399
15000000 23627089780
3631010316 319.401.387.1¢
(25587149921 60918420
501479547 -
$014.795.41 -
93649881440 -
LR R] -
3 -
16667831540 -
942,168 4921243438
16,282963.03 -
06616639 3500000000
12146671951 8410245475
LSTT6.49063  (86,120.454.75)
GLE3SE  (61.835.60)
6438555576 (913437154
SELE0TT 4876154695
828126146 -
31.004.538.36 -
ASHI0 130430086
407,196 -
HSBHY I80.30428
146491200 -
47498965 150.00000
178837 574210
33245940 3%.9%.14
31,199,378 ~
471534084 (62.978.958.10)
(MH1011.89) -
(83478581340 | 80067781
WESIH0N L1169
HOSMLIBH  (6.368.345.39)
88032059790 201307.612.50
81543004114 23L5204400
SLIRSISETE (97037184

The sccounting policy, accounting estimates und auditing of the
Company remainded unchanged as compared with the last annunl

report.

During the vear, the Company did not have any accounting errors,

During the year. new subsidiaries of Guangxi Ying Kang
Pharmaceutical Co,, Ltd. Guangzhou Pharimaceutics| Yingbang
Marketing Co., Ltd. and Fujian Guangyso Jieda Co., Ltd. have

been conxolidated.

FEHERBARRAH

Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liabiliry established in the Peaple's Republic of China)

(Stock Code: 0874)

Summary of 2004 Annual Report

9.6 Consolidated profit and loss account (audited)
(prepared in accordance with HK GAAP)

CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 3| DECEMBER 2004

2004 2003

Note RMB 000 AMB DD
Tutnover 1 7,709,565 697113
Cosi of sales (6,313,633)  (5.576.164)
Gross profic | 1395932 1,395949
Other reveaues 65,146 74923
Distribution costs (551,277) {504,230)
Administrative expenses {666,716) (606.298)
Other operating expenses (27,555) (19.80M
Operating profit 2 209,430 344,537
Finance costs (47,194 (34,172
Operating profil after finance costs 162,236 307.365
Share of profiis less fosses nt

associated companies/

Joini ventures (561) 464
Profit before taration 161,675 307.829
Taxaticn ] (110,295) {148,393)
Profit after 1axation 51,380 159,436
Minority interests 8,551) (12,769)
Profit auributable to sharcholders 42 82—9 146,667
Dividend 4 20,273 48 054

—— S——
Eamings p.r share 5 Rmb0.053 Rmb0.181
——— —

1, Turnover, revenue and segment information

The Group is principally enagaged in the manufacture and sales
of Chinese Patent Medicine (“CPM™) and the whotesale. retail,
import and export of western pharmaceutical products, CPM,
Chiness raw medicine ard medical apparatus. Ravenues

recognised dusi

¢ the yeur are as fellows:

2004
Rmb*000
Turnover:
Sales of poods 7,709,565
Other revenues.
Government grants kY
Grin on dilution of interest in a subsidiary -
Gain on disposul of a joint veature -
Gain on disposal of a subsidiary -
{nierest income 9,326
Cross rental income from investment properties 21,883
Gross rentai income from other propenies 13,147
Promotional income from suppliers 9433
Royalty income 2,032

Realised income on disposai of trading securities 1,666

Dividend income (rom investment securities -
Others 7284
55,146

Total revense 7,274,771
m—

2003
Rmb 00D

5973413

The Group is organised into the following business segments:

. Manufaciuring of CPM;

. Wholesale of western pharmuccutical producis, CPM.

Chinese riw medicine and medical uppuratus;

. Retail of western phurmaceutica! products, CPM. Chinese

raw medicine and medical apparatus;

. Import and export of western pharmaceutical products,

Other operntions ol the Group mainly comprise holding of
investment properties and investments in securities, acither of
which are of u sufficient size 10 be separately reported.
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Operating profit

Operating profit is stated after charging and crediting the
following:

2004 200)
RMB’000 RMB000
Charging:
Depreciation and amonisation of fixed assets 18,431 105,655
Amortisation of inlangible assets 11,099 10.514
Impaitment charge of fined assets 252 1,186
Impairment charge of investment
securities 3,788 4671
Provision for bad debis 5,095 -
Write-down of inveniorics 1o
net realisable vilue 25,148 -
Impuirment charge of trading securities 1,191 -
QOutgoings in respect of investment properties 3,749 4,030
Qutgoings in respect of other properiies 2,629 1,840
Loss on disposal af fixed assets 7852 43917
Research and development costs 130,984 35.536
Auditors’ remuneration 33%4 3.180
Staff costs:
Pensian benelit 61,453 58,34
Housing fund 30,538 213
Medical insurance 25,143 24244
Housing allowunces 208 15.290
Salaries, wages and other staff benefis 483,343 436,145

Operating leasex for land and buildings 36,172 30716
,
Crediting:
Reversal of impuirment charge of
trading securitios - 690
Recovery of bad debis previously writien aff - 9.437
— c—

Taxation

The PRC :mcrﬁrise income tax has been provided at the principal
rate of 33% (2003: 33%) on the estimated assessable profit for
the year, except for a subsidiary which is a foreign investment
production enterprise established in a coastal economic
devel sone. with un upplicable enterprise income tax rate

a27%,

The amount ol taxation charged to the consolidated profit and
lnss account represcats:

004 2003
RMB'000 RMB'000
Current tanation:
- PRC emerprise invome tax 103,569 134,425
Deferred taxation refating 10 the
origination and reversal of
temparary differences 6,126 13,882
110295 148,307
Share of taxation atiributzble
1o asspciated companies - 86

Taxation charges 110,295 148,393
—— ———

The taxation on the Group's profit before taxation differs from
the theorelicu) amount that would arise using the (axation rate
of the PRC enterprise income tax as follows:

2004 2003
RMB'000 RAB 000
Profit befare taxaiman 161,675 107.829
Caleutated ut o uration rae of 33%
(2003: 33%; 51353 101.584
Effect of different waution rates
applicable 1o 4 subsidiary {120 (2488)
Income not subject o taxation {2.081) (13,350)
Expenses not deductible
for taxation purpuses 63374 63,993
Tax refund (Note 2,231) (,348)

Taxation charge 110,295 148,393
C— a——

ERMERRGRIRAE

Guangzhou Pharmaceutical Company Limited
(u foint stock-company with limited liahility established in the People's Republic of China)

(Stock Code: 0874)

Summary of 2004 Annual Report

4. Dividend

2004 2003
v RMB'00G  RMB'OOY
Final, proposed, of RMB(.02S

{2003: RMBO.06) per share 20,273 48,654

At a meeting held on 27 Aprit 2005, the directors declared a
final dividend of RMB0.025 per share. The proposed dividend is
not refiected as a dividend puyable in these accounts, but will
be reflected as an appropriution of retained sarnings for the yeur
ending 31 December 2005,

5. Earnings per share

The calculation of earnings per share for the yeur ended
31 December 2004 ix bused un the profit altributable o
shareholders of RMB42.829,00C (2003: RMB 146,667 000} and
the 810,900,000 (2003: 830,900,000) sharex in issue,

No diluted earnings per share is presented as there were no
potential dilutive shores in issue during the years ended
31 December 2004 and 2003.

By order of the Board
Yang Rongming
Chairman
Guangzhou, the PRC, 27 April 2005

As at the date of this announcement, the Board comprises Mr, Yang
Rongming, Mr. Zhou Yuejin, Mr. Feng Zansheng and Mr. He Shuhue
(resigned on 27 April 2005) as Executive Directors, und Mr, Wu Zhang,
Mr. Wong Hin Wing and Mr. Zhang Heyong as Independent Non-
execulive Directors.

A detailed annual results announcement containing afl ihe information
required by Paragruph 45(1) t1s 45(3} of Appendix 16 o ihie Listing
Rufes will be published on the website uf the Stock Exchanye of Hong
Kong Limited (http:/hwww. hkex.com hk) in due course.

Announcement of Resolutions Passed at
The Third Meeting of the Fourth Supervisory Commitiee

Guangzhou Pharmaceutical Company Limited (the “Company™) herehy
announced that the third meeting ol the fourth Supervisory Committee wus
held on 27 April 2005 at the conference room, the second floor of the office

-of the Company. The meeting was presided by Mr. Chen Canying. the

chairman of the Supervirory Committes. All supervisors vitended the
meeting. The meeting was incompdianen witk the reguirensents of Company
Law and the Ariicies of saracindios of the Compuny. The following
resolutions wure considerert and jrassed at the mecting:

I, The repart of the work ol ihe Suevcvisery Conanittee Tor the yea
2004;

2. The audited finaucia! report of the Company for the year 2004;

3. The resolution in relation to the provision niadz for the impairment of
inventory in Guangzhou Chinese Medicine Corporation;

4. The resolution in relalion to the revised Agreement on the Purchase
and Sale Connected Transactions and the transuctions contemplated
thereunder;

5. The resclution in relation (o the amendment to the Articles of
Association of the Company:

6. The resolution in relation to the amendment to the Rules of Procedures
of the Supervisory Committee (Please refer to the website of Shanghai
Stack Exchange for the full texts)

7. The resolution in relation 1o the report of the first quarter of the
Company in 2005

8. The resolution in relation to the conveaing of the Annval Genera)
Meeting of 2004,

This announcement is made in accordance with Rule [3.09(2) of the Rules
Governing the Listing of Securities on (he Stock Exchunge of Hong Kong
Limited.
Guangzhou Pharmaceutical Company Limited
The Supervisory Committee

Guangzhou, PRC, 27 Aprii 2005

As at the date of this announcement, the Bourd comprises Mr. Yunp
Yongming, Mr. Zhou Yuejin, Mr. Feng Zansheng and Mr. He Shuhuu
(resigned on 27 April 2005} ux exccutive directors, and Mr., Wu Zhang,
Mr. Wong Hin Wing and Mr. Zhang Heyong us independent non-executive
directors.

Announcement of Improvement in Results
Forecast for the First Half of 2005

The Compuny and all members of the Board hereby confirm the
truthfulness, accuracy and completeness of the contents of this
unnouncement and jointly and severally accept (ull responsibitity
for any false representation. misieading statement or material
omiission herein contained.

Guungzhou Phurmaceutical Company Limiled (the “Campany™) hereby
announced thut us the Company hustened its pace of business developmert
by adopting i series of measures. (he income from principal operations of
the Compuny wid its subsidinries (the “Grotp™) in the first quarter of 2005
increased sagnificantty. The Company expected that the net profit of the
Group in the {irst half of 2005 will increase by over 50% us compared with
the first half of 2004 (a net profit of RMB131.809 million was realized in
the first haif of 2004).

This announcement is made in uccordance with Rule 1 3.09(2) of the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Keng
Limited,

The Board of Dircctors
Guangzhou Pharmsceuticai Company Limited

Guangzhou, PRC, 27 April 2005

As ut the date of this nnnouncement, the Board comprises Mr. Yang
Yongming, Mr. Zhou Yuejin. Mr. Feng Zansheng und Mr. He Shubua
(resigned on 27 April 2005} us exccutive directors, and Mr.. Wu Zhang,
Mr. Wong Hin Wing und Mr. Zhang Heyong as independent non-executive
directors,

Announcement of the Resignation of Director

The Company and all members of the Board hereby confirm the
truthfulness, accuracy and completeness of the contents of this
annpouncemsant and jointly and severally accept full responsibility
for any false representution, misleading statement or material
ormission herein contained.

Guungzheu Pharmuceutical Company Limited (the “Company“) hereby
announces thit Mr, He Shuhwit tendered his resignation 10 the heard of
dircvtors (the “Board”™) os the direclar of the Company tor reason of work.
The resolution pussed at the eleventh meeting of the third Bourd of :he
Company convened on 27Aprit 2005 apreed on the resignation of Mr. He
Shuhua as the director ol the Company und which cume into olfect on the
same duy.

Mr. He Shuhuu confirmed thut there were no matters in refalion 10 his
resignation which needed Lo be brought (o the atiention of all the
sharcholders of the Company. The Board of the Company and Mr. He
Shuhua confirmed that they are nct aware of uny personal obligation jeft
tor the Company und its subsidigries (the “Group™) ot any impact on such
obligation that may be posed by his resignation. There were no
disngrecments between Mr. He Shuhua and the Company which caused to
the resignation of Mr, He Shuhua.

Mr. He Shuhua has been the Secrelary 10 the Board of the Compuany since
the establishment of the Company in 1997, Since 2001, he took up the
position of deputy general monages of the Company and has been the director
of the Company sinee November 2004. Mr. He Shuhuo has been working
ditigently und has fulfilled all his dutics and responsibilities as well as
contributed 1o 1he development of the Company during his terms of oifice,
The Bourd vl the Company wished to express its thankful gratitude (o the
dedications and contributions made by Mr. He Shuhua to the Group.

The Board of Directors
Guuangerhou Phurmaceutica) Company Limited

Guung:hou, PRC. 27 April 2005

As at the date of this announcement. the Bourd comprises Mr. Yang
Yongming. Mt. Zhou Yuejin, Mr. Feng Zansheng und Mr. He Shubuy
(resigned on 27 April 2005) as executive directors, and Mr.. Wu Zheng,
Mr. Wong Hin Wing and Mr, Zhang Heyongp as independent non-execulive
directots,
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The Stock Exchange of Hong Kong Limiied tukes no responsibilicy for the contents of this anncuncement. makey no representaiion as (0 (s accurdey or completencss and expressly disctaimy any lahility whatsoever jor any toxy
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Guangzhou Pharmaceutical Company Limited
(a joint stock cotnpany with limited liability established in the People's Republic of China)

(Stock Code: 0874)

CONTINUING1C\ONNECTED TRANSACTIONS

The Directors announce that on 27 April 2005, the Company and GPHL entered into the Agreement which
governs the Trading Transactions (being the Purchase Transactions and the Sale Transactions) for the three
financia) years ending 31 December 2007.

The Trading Tr i i transactions for the Company under
Chapter 14A of the Listing Rules. The Tradmg Transactions are subject to disclosure requirements and
Ind. d s' app 1 by way of poll in a general meeting of the Company. GPHL and its associates
will absum from voting at the general meeting of the Compeny in relation to rhe Agreement and the Trading
Transactions.

The lndepend:n\ Board Commitice will be formed to consider the terms of the Agreement and the Trading
T Ani  adviser will be appointed to advise the Independent Board Cominittes
and the Independent Sharcholders on the terms of the Agreement and the Trading Transactions, A circular
containing, inter alia, detaits of the Agreement and the Trading Transactions, and the recommendation of the
Ladependent Board Committee as well as the advice of the independent financial adviser in relation thereto will
be despatched to the Shareholders as soon as possibie.

THE AGREEMENT

The Cirectors announce that on 27 April 2005, the Company and GPHL, for the purpose of revising the respective
maximum aggregate values of the Sale Transactions and the Putchase Transactions per year as set out in the
Existing Agreement (while there is no changs 1o other major terms of the Trading Transactions), entered into the
Agreement, pursuant to which the parties have agreed that during each of (he three financial years ending 31
December 2007,

(1) the maximum aggregate value of the Sale Transactions shall be HK$360,000,000 {equivalent to approximately
RMB382,000.000); and
{2) the maximum aggregate value of the Purchase Transactions shall be HK$741,000,000 (equivalent to

approximately RMB785,000,000).
The Agreement, once approved by the [ndependent Shareholders, will replace the Existing Agreement.
1t was Blso set oul in the Agreement that the Company and GPHL have agreed that:

a.  cach Trading Transaction will be conducted (i) in the ordinary and usual course of the business of the Group;
(ii) on an individual and arm’s length basis; and (iii) either on normal commercial terms o, if there are no
sufficient comparablc transactions (o judge whether they are on normal commercial terms, on terms (0 the
Group no less favourable than terms available (o or from (as appropriate) Independent Third Parties;

b.  the Trading Transactions will be reviewed by the independent non-executive Directors and the auditors of the
Company annually, and their respective relevant reports, together with information on the Trading Transactions.
will be set out in the Company's next annuel report followmg the occurrence of the relevant Trading
Transactions: and

c.  GPHL will provide its relevant records to the Company’s auditors during their course of review of the Trading
Transactions.

REASONS FOR THE AGREEMENT

The Group is principally engaged in (i) manufacture and sales of Chinese patent medicine; (i) wholesale, retail,
import and export of Western and Chinese pharmuceuuca] producls and various medical apparatus; and (jii) research
dicine and biological medi

and development of natural

GPHI. is a state-owned saterprise in the PRC. GPHL is principally engoged in the development, manufacture and
trading of phermacuutical products. GPHL is the controlling Sharchotder holding approximarely 60.55% of he
total issued share conitaf of the Company.

It was set out in the naragraph heeded “Nop-competition and right of first refusal agrecment” unaer the section
headed “Particutars of tne Group™ uf the pruspectins of the Company dated 21 October 1997 that a non-competition
agreement had been entered into between the Company and GPHL., putsuant to which GPHL agreed that he
GPHL Group would not engage directly or indirectly in uny businesses that would compete with those of the
Group. In addition, it was announced by the Company on 9 February 2004 that another non-compelition agreement
had becn entercd into between the Company and BYSCL on 6 February 2004, pursuant to which each of the Group
and the BYSCL Group agreed that it would nol research, develop or manufacture new products that have been
researched, developed or manufaciured by the other party.

The Group, in its ordinary and usual course of business, sclls / purchases pharmaceutical products, pharmaceutical
raw materials, medical apparatus and packaging materials (o/from the GPHL Group. The pharmaceutical products
provided by the GPHL Group, including the BYSCL Group, which are not the same as those pharmaceutical
products manufactured by the Group, are distributed by the Group through its extensive sales network. On the
other hand, as the Group is able 10 source a variety of pharmuceutical raw materials and packaging materiuls from
different markets. including Germany, the United Swates of America and Japan, it also re-sells those materials at a
margin to other ers of phar ical products. including the GPHL Group (which includes the BYSCL
Group). In addition. having taken into account the increased orders u. a result of re-saie of pharrr:aceulicul raw

materials and packuging materials by the Group, the Directors consider that the Group's bargaining power with
suppliers will he enhanced. Since the execution and approval of the Existing Agreement, the Trading Transuctions
have been carried vut secarding to the terms of the Existing Agreement.

Set out below is 8 summary of the Trading Transactions which ook place during the three financial years ended 31
December 2004 und the three months ended 31 March 2005:

Purchase Transactions

Propesed
annual cep
Year Year Year Three monthy Annval cap for the (hree
ended ended ended ended uoder  years ending
31 Decerber 31 December 31 December 3i March the Exdsting 31 December
2002 2003 2004 2008 Agreement 2007
%10 ¢cost of % 10 cost of % to cost of % to cost of
RMB'000 sales RMB'OOD sales  RMB'OOQ ssles RMB'OOD sales RMB'O00  RMB'00D
{Noie 4 (Note 4} {Note 4 (Note 4)  (Note 5}
The GPHL Group
{excluding the
BYSCL Grovp)
{Mote 1) BN on 53,210 096 1007 o1 5494 049
The BYSCL
Group (Note 2) 75,153 162 9978 i} 94843 1.50 63,859 155
Total 110,8% 239 153,188 015 104450 165 78353 404 19.500 785000
Sale Transactions
Proposed
aanual cap
Year Year Year Three months  Annual cap for the (hree
ended ended ended ended under  years ending
31 Decernber 31 December 3i December 31 March the Existing 3! December
2002 1003 2004 2008 Agreement 2007
%o %o %t %t
RMB'OOO  wmover RMB'000 wmover RMB'O00  wmover RMB'000 twmover RMB'0O0 RMB'000
(Note 3) (Noie 3} {Noie 3) (Note 3} (Note 5]
The GPHL Group
(excluding the
8YSCL Croup)
(Note 1) 30,058 0.5 20,084 0.29 ? 0.00 3 000
The BYSCL Group 4908 o8 85,753 1.23 8139 1% 31,098 1.58
Tota] 19093 133105807 1.52 34,145 109 37,101 158 169.600 382000
Notes:

L. On 6 February 2004, the Compuny entered inta an agreeinent with GFHL to scquire 1% equity inerest in M B AR R A LARDL
E) {Guangzhou Pharmaceutical Yingbang Marketing Company Limited) 1 Yingbang™) (details of which were disclosed in the Company's
announceinent dated 6 February 20041, Upon completion of thal transactivn, Yingbang ceased 1o be & dubsidiary of GPHL and is currently »
51% owned subsidiary of the Company, During the financiul years ended 31 December 2002 and 2003, the aggregate values of purchase of
products by the Group from Yingbang were approximtately RMB34,074,000 and approximately RMBA5.395.000 rerpectively and the aggregate
vatiies of sale of products by the Group o Yingbang were upproximaiely RMB29.767.000 and approsimaicty RMBI9.839.000 respectively,

2. On8November 2004, WA T £ B H AR (3 # WL B (Guangzhou Wenglaoli Pharmscevtical Company Limited) ("Wanglaafi™} entered
Into an agreement with a third party in relation 10 the issue of new sheres in Wanglaoji 10 (hal (hird party (that (ransaction was cegarded »
deetned disposal o equity interest In Wanglsofi by the Compeny, details of which were disclosed in the Company's snnouncement dated 8§
November 2004). Upon completion of that Lransaction, Wanglaoji ceased 10 be 8 subsidiary of the Company and the Company currently
holds 48.0465% equity interest in Wangluoji. During the financial years ended 31 December 2002 and 2003, the aggrogate values of
purchase of products by Wanghaoji from the BYSCL Group were approrimatcly RMB2.814.000, RMB7.263,000

3 Autited tumover of the Group during the financial yeuns ended 31 December 2002, 2007 and 2004 were spproximately RMBS,943,823,000,
RMB6.973,113,000, and RMB7.709,565.000 respectively, while uauudited tumover for the three months ended 3t March 2005 was
RMB2.347,752,000 {the audited figures were extracied from the Company's audiled sccounts, which were prepered in accordance wilh
aceouniing principles generatly accepied in Horg Kong, and the vnuvdited figure was extracted from the manxgement accounts of the
Company, which wzeé preparcd in secordunce with sucounting principles generally wccepted in the PRCI.

4. Audited cost of xales af the Group during: dwe finuncial yeans ended 31 Docuiaber 2007, 2003 and 2004 were uprroxiniutety RMBw, 63,44 1,000,
RMBS,576,154,000 and RMB6,31 1,633,000 respectively, while the unuudited cust of sales (o the thres meontns ended H March 2008 was
RMB 1.961,660.000 (the kudited figures were extrecied (rom the Compuny's audited sccounts. which were prepared in occordance with
aceguniing principles generully accepted in Hong Kong, und the uniudited figure wus eatrwied from (he management wechunis of the
Company, which were preparcd in cecordance with accounting principies generally sccepted in the PRC).
3 Punuant i the Bxisiing Agreenent, b maximum sggregate vatue for cuch of the Sale Transactions and Purchase Tranxections bewween the
Group and the GPHL Group (including the RYSCL Group) during euch of the three financial years ending 3t December 2006 was
HK$ 160,000,000 [ equivalent to upproximately RMB 149,600.000).
Having reviewed the operations of the Group, the Directors consider that the GPHL Group, including the BYSCL
Group. can increasingly utilize the Group's extensive sales network, which comprises (1) 12 branches of Guangzhou
Pharmaceutical Corporation (R H 1 BEH R4 F), a subsidiary of the Company: (ii) more than 1,000 sales agents
in the South Chinu region which have long term business relationship with the Group: (iii) more thean {,700 hospitals
in the South China region which are long term customers of the Group; and (iv) more than 40U retail sales outlets,
including 161 retail sales outlets of the Group to distribute and sell more products of the BYSCL Group. The mejor
products of the BYSCL Group include /s 85§ ¥IEL (Xiaochaiwuketi), — #1/% & 1853 B (Yiliganmeoqing capsules)
and %M B IR (Qingkailingkeli), and all products of the BYSCL Group are not the same as the Group's
pharmaceutical products. As at the date of this announcememt, GPHL owns approximately 44.32% equity interest
of BYSCL. The Directors consider that it is in the Group's interest to ulilize its well established extensive sales
network as far as possible by distributing and selling more products. including those products not manufactured by
the Group. On the other hand., as the Group ulso selfs pharmaccuticul muteriuls und packaging materials (o the
GHPL Group (including the BYSCL Group, sulex of those praducts by the Group 19 the GPHL Group would
increase as u rexult of increase in its production und sale levels, After implementing the aew strategy by the Group
since 2005, the Sulex Transuclions and the Purchine Trunsacuions inercused 1o upproximately RMBI? million snd
RMB78 million respectively for the three months ended 31 March 2005, Having taken into accouni {i) the respective
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Guangzhou Pharmaceutical Company Limited
{a joint stock company with limited liability established in the People's Republic of China)

(Stock Code: 0874)

CONTINUING CONNECTED TRANSACTIONS

annual aggregate values of the Sale Transactions and the Purchase Transactions during each of the three yeurs
ended 31 December 2004 and the three months ended 31 March 2005; and (ii) the anticipated growth in the
respective values of the Sale Transactions and the Purchase Transactions for the three-year period ending 31
December 2007 (with reference to (8) the historical annual growth since 1999, end (b) the growth for rhe tiaree
months ended 31 March 2005 after implementing the new strategy by the Group), the Directors propose that in
ench of the three financial years ending 31 December 2007, (I} the aggregate value of the Sale Transactions shall
“ not exceed HK$360,000.000 (equivalent to approximately RMB382,000,000) ; and (11} the aggregate value of
.Purchase Transactions shall not exceed HK$741,000,000 (equivalent to approximately RMB785.000,000).

The Directors (including the independent non-cxecutive Directors) consider that the Trading Transactions will be
conducted in the ordinary and usual course of the business of the Group. In addition, each Trading Transaction will
be negotinted on an individual and arm's length basis and will be conducted on normal commercial terms and on
terms to the Group no less favourable than those available to or from (as appiopriate) Independent Third Parties.
Therefore, the Directors (including the independent no ive Directors) consider that the terms of the Trading
Transections are fair and reasonable so far as the Sharcholders are concerned and in the interests of the Shareholders
as a whole.

GENERAL

The Trading Transactions between the Group and the GPHL Group constitute
iransactions for the Company under Chapter 14A of the Listing Rules. Accordingly, thc Company wm comply
with the following conditions in relation to the Trading Transactions:

(a) the Trading Transactions shall be entered into:

W
(i)

in the ordinary and usual course of business of the Group;

either on normal commercial terms or, if there are no sufficient comparable transactions 1o judge whether
they are on normal commercinl terms, on terms to the Group no less favourable than terms available to
or from (as appropriate) Independent Third Parties; and

(i1} in accordance with the terms of the agreements governing such transactions on terms that are fair and
reasonable and in the interests of the Sharcholders as a whole;

(b) details of the Trading Transactinns, including the transaction dates, the parties to the transactions and o
description of their connected relationship, a brief description of the transactions and their purpose, the tota)
consideration and terms of the transactions, and the nature and extent of the connected person’s interest in the
trunsections, shall be disclosed in the Company’s next annuai report and accounts following the occurrence

of the transactions in accordance with rule 14A.45 of the Listing Rules:

(c) the Company's independent non-executive Directors shall review annually the Trading Transactions and
confirm in the Company's next annual report following the occurrence thereof that the Trading Transactions
have been conducted in the manner as stated in paragraphs (a), (b) and (¢) above, and if, for whatever reasons,
the Company's independent non-executive Directors decline or are unable to provide the confirmation
meationed in this paragraph, the Dircctors shall notify the Stock Exchange promptiy and an announcement

shol be published by the Company as soon as practicable:

(d) the Company's auditors shell review the Trading Transactions annually, and provide the Boaid with a tetier

confirming that
(i)
(i)

the Trading Transactious have reccived the approval of the Directors:

the aggregate amount of the Sale Transactions and the aggregate amount of the Purchase Transactions
during each of the financial year ending 31 December 2007 have not exceeded the respective annual
caps of HK$360.000.000 (equivalent (o approximately RMB382.000.000} and HK'$741.000.000
(equivalent to uppraximately RMB785,000,000):

(iii) the Trading Trunsactions have been entered intv in avcordance with the terms of the relevuit rgreemeants
governing the transactions:

(iv) the Sale Transactions are in-aceordarce with the priving policies of the Company:

where, for whatever reasons, the Company's auditors decline 10 accepi the engagement or ure unauble to
provide the auditors' tetter, the Directors shall notify the Stock Exchange promptly and an announcement
shall be published by the Company as soon as practicable: and

(¢} GPHL shell provide the Company with an undertaking that, for so tong as the Company's shares are listed on
the Stock Exchange and GPHL remains as a substantial shareholder of the Company, it will provide the
Compeny's suditors with full access to its relevant records to carry out the auditors’ review of the Trading
Transactions and the Directors must state in the annual report whether the Company's auditors bave confirmed

the matters stated in paragraph (d).

In the event that any of the respective annual caps applicable to the Sale Transactions and the Purchase T‘ransaaions
as stated above is exceeded or if the Group enters into any new agreement with any connected person in the future,
the Campany must re-comply with Rules {4A.35(3) and 14A.35(4) of the Listing Rules dealing with continuing
connecicd transactions.

According to Chapler 14A of the Listing Rules, the Agreement is subject 1o Independent Shareholders' approval,
by way of poll, in a general meeting of the Company. The independent Board Committee will be formed to consider
the terms of the Agreement and the Trading Transactions. An independent financial adviser will be appointed to
advise the (ndependent Board C and the Independent Si s on the terms of the Agreement and the
Trading Transactions. A circular containing, inter alia, details of the Agreement and the Trading Transactions, and
ther of the dent Board C as well as the advice of the independent financial adviser

in refation thereto will be despatched to the Sharcholders as soun as possible.

hold

GPHL and its associates will abstain from voting at the general meeting of the Company in relution to the Agreement
and the Trading Transactions.

DEFINITIONS
In this announcement, unkess the context otherwise requires, the following expressions have the following meanings:

“Agreement” the agreement dated 27 April 2005 entered into between the Company and GPHL in relation

to the Trading Transactions
“associate(s)"
“Board"
“BYSCL"

has the meaning ascribed thereto under the Listing Rules

the board of Directors

MH AT W NERHH R 8(Guangzhou Baiyunshan Pharmaceutical Manufacturing
Company Limited), a company incorporated in the PRC the securities of which are listed on
the Shenzhen Stock Exchange. GPHL currently hoids approximately 44.32% of the issued
share capital of BYSCL

BYSCL and its subsidiaries

BB AR (7 R 2 H) (Guangzhou Pharmaceutical Company Limited), a company
incorporated in the PRC the securitics of which are listed on the Stock Exchange and the
Shanghai Stock Exchange

“BYSCL Group”
“Company"

“connected person”  has the meaning ascribed 10 il under the Listing Rules

“Directors” the directors of the Company
“Existing the agreement dated 26 March 2004 entered into between the Company and GPHL and
Agreement” approved by the Independent Sharcholders during the annual general meeting of the Company
held on 11 June 2004, details of which were set ont in the Company's announcement dated
26 March 2004 and circular dated 16 April 2004
“Group" the Company and its subsidiaries
“GPHL" B B B SE A B2 #) (Guangzhou Pharmeceutical Holdings Limited), a state-owned

enterprise incorporated in the PRC and the controlling Shareholder which currently holds
approximately 60.55% sharcholding interest in the Company

“GPHL Group"
“HKS"

GPHL and its subsidiaries and their associntes, other than the Group
Heng Kong doliars. the fawful currency of Hong Kong ;

“Hong Kong" the Hong Kong Special Administrative Region of the PRC

“Independ the indep board vo of the Company 1o be formed tu consider the terms of the
Board Agreement
Committee”

“Independent Shareholders other than GPHL and its associates

Shareholders™

“Independent a person or entily who/which is not a connected person of the Company

Third Party™
“Listing Rules™
“PRC"

“Purchase
Transactions'

Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
The Peoples’ Republic of Chiny

purchases of pharmaceutical products, pharmaceutical raw materiels. medical apparatus und
packaging materials by the Group from the GPHL Group which are regarded as continuing
connected transactions under the Listing Rules

“RMB™ Renminbi, the lawful currency of the PRC -

“Sule Tvansaciions”  sales of pharmaceuticul products, pharmaceutical raw matceials, medical apparatus ind
packaging materialx by the Group 10 the GPHL Group which are regarde as continuing
connected transuactions under the Listing Rules

“Shareholders™ holders of shares of RMBI cuch in the capital of the Company

“Stock Exchunge” The Stock Erchange of Hong Kong Limlted

“substantial has the mzaning ascribed to it under the Listing Rules

shareholder(s)”

“Trading the Saie Transactions and the Purchase Transactions
Transactions”
" per cent.

In this ahnouncement, unless otherwise specified, amounts in RMB are converted to HKS$ at a couversion rate of
HK$1.00=RMB ) .06 for illustration only. No representation is made that any amounts in RMB or HKS could have
been or could be converted at such rate or uny other rates.

By order of the Board
He Shuhua
Company Secretary
Guangzheu, the PRC, 27 April 2005
As at the date of this announcementr, the Board comprises Mr. Yang Rongming, Mr. Zhou Yuejin, Mr, He Shuhua
(who resigned on 27 Aprit 2005) and Mr. Feng Zanshenyg as executive Directors, and Mr. Wu Zhang, Mr. Wong Hin
Wing and Mr. Zhang Heyong as independent non-executive Directors.
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The Stock Exchange of Hong Kong lLimited takes no responsibility for the contents of this annnuncement. mekes o representaiion as tu its acrusacy ot completeness and expressly disclaims anv tiahility whaisoever for any losa
Aowsoever arising from or (4 reliance upon the whols ar anv pari of the contents of this annvuncement,
Guangzhou Pharmaceutical Company Limited
(a joint stock company with fimited liability established in the People’s Republic of China)
(Stock Code: 0874)
.
2005 FIRST QUARTERLY REPORT
1. IMPORTANT NOTICE 2.2.2 Income statement The ab ioned have achieved good results. According
X to dte cansotidatzd sccounts prepared in accordaace with PRC
1.1 The Board of Directors of Guangzhou Pharmaceutical Company sty 2534 M 0Ly O3 Mo 204 accounting standards and systems, the Group posted a turnover of
Limited (*Guangzhou Pharmaceutical™ or the "Company™) and each lema Thetrop  The Camgany T Gowp M Compary approximately RMB 2,347,782,000 {rom January 1o March 2005,
director collectively and individuaify accept full responsibitity for the e e i oig representing an increase of 13,13 % over the sume period of the
fmlthIHCSS- accuracy and completeness of the mf'onnaqun‘conmm:d ‘e LoRLm - s - previous year. The total profit was approximately RMB 88,908,000,
in this report and bCl'CVCS_‘f’“ there are no material omissions from, Lest Cogs st IRy LS - reprasenting an increase of 43.08 % over the same period of the
or P or d in this report. Tuss ol levis T o tsmest - previcus year and net profit amounted (o approximately
1.2 The Dircctors of the Board were present at the | [th meeting of the et o pracpd serations maoms - sumnn - RMB‘SZ'P‘ Zh‘ ‘ooo";m increase of 8391 % compared to that in the same
Third Session of the Board. Mr. Yang Rongming, the Cheirman, was s ot (o et sperions HATSMAL LS RO aRs period of the previous year.
unable to attend this meeting because of official business and had Lot Operaing xpeases i - ”Sf“'um " The turnover of the the Group’s manufacturing operations for the
appointed Mr. Zhou Yuejin, the Vice Chairman, 1o excrcise the voting Cownl i izius WLILMAT - LDKBR 120208 dssiott period from January to March 2005 amounted to approximately RMB
right on his behalf. Fivaer oy QA RIS AR ke 570,894,000, representing an increase of 16.61 % over the same period
Opreigprdi PAEISL - ONAA GBS e of the previous year. Total profit of the manufacturing operations
1.3 The Company’s financial reports for the first quarter of 2005 were o4 Lot ixcone [ LT UK R T WL A TE L ) " h . RMB74.4 a ) : )
d in accordance with PRC accounting standards and systems Scksidy iacone 0248 - - - fecorded approximaccly 438,000, representing an increase of
pmdparc dited o ms . “ ° 28.54 % over the same period of the previous year and net profit of
anc were unaudited. st 4 oome “m:" :ma ;‘mi‘:?: ;:;m the manufacturing opertions amounted (o RMB 44,778,000, with an
. . o : oy cepeases 1 81412 P N . !
1.4 Mr Yang Yongming, the Chairman, Mr. Xic Bin, General Manager, Toalpett d AN AR ROLIE RN increase of 45.39% as pared with the coiresp period of the
Mr. Gro Fang, Einancinl Contrcl!crAaid .l:’ln ‘(‘:hen Binghua, S‘tr‘].i‘m L oo 8 S [ _ previous year.
M""‘g”?“h“ Finance ’D P 7f“;°‘7‘ P ity Less: Mimoray i s ~  aan - From January to March 2005, the sales volume of medicines
for ensuning u"? euthenticity and completeness of the financial reports A4 Iovesmest ks syecogaised - ~ - - for cough and phlegm clearing medicine, gastric medicine end
contained in this quanterly report. Neprefe QnsR  alen  aMgun  eoien heat clearing and antitoxic medicine increased by 10.53 %,
1.5 This first quarterly report is published in Hong Kong pursuant 1o 13.09 2.3 Number of Shareholders as at 31 March 2005 18 92 % and 14.03% respectively as compared wilh the same
(2) of the Rules Governing the Listing of Sccurities at the Stock ‘ . period of last year,
Exchange of Hong Kong Limited. Ac at 3t March 2005, there were 46,239 shareholders in total, including - . .
2 shareholders holding the Stote-owned shares, 46,198 shareholders :rom J'_“““l"; er:‘al;C:‘ "’ngss.sl;cogdolup';ccor:‘l’:‘d 8 mrncv.er of
2. COMPANY PROFILE holding domestic listed RMB-denominated ordinary shares (A shares) pproximetely ¥ :7175.888.090 in 15 trading operations,
) < " representing an increpse of 12.05 % over the same period of the
and 39 shareholders holding overseas listed ordinary shares (H shares). " . . A .
2.1 Corporate Information previous year, Profit before taxation of its truding operations
As at 31 March 2008, the 10p ten sharcholders holding the listed shares recorded approximately RMB 14,470,000, representing an increase
Stack Ablrevistion GZ Phar. Stock Abbrevintion of the Company are set out below: of 242.06 % over the same period of the previous year and net
before change (if any) - . 5 profit of its trading operations amounted to approximatcly RMB
Stock Code 600032 (A shares) Nature of shares 7,393,000, with en increase of 404.12 % as comparcd with the
Siock Abbreviation  GZ Phar, : Stock Abbreviation . . No. oflited (ANBR share o same period of the previous year.
defore change fif any) - Shareholders shares held (share) other shares}
Stock Code 0874 (H shares) 3 L As at 31 March 2005, the Group bad 161 chain pharmacies in total,
HKSCC Naminees Limited 2820599 H Shares including 88 “Cai Zhi Lin" chain pharmacies which specializes in
Company secretary Representative of securities sffairy HSBC Nominees (Hong Kong) Limited 862000 H Sty traditional Chinese medicine and 72 “Jian Min" chain pharmacies
Shenyin Wangao-HSBC-Merrill which speciatizes in western medicine.
Name Mr. He Shatr Ms, Hoang Xue then Lyneh Imemationsl 176,638 A Shares
Address 45 Sha Mian North Strest, 45 Sha Mian North Strect, Waong Chung King 303,000 H Shares During the Reporting Period, there were no significant changes in the
Gueagzhea City, Guangrhou Ciry, Xu Wei Ping 230000 A Shares operation environment of the Group. the macro policies or regulations
Guangdoag Province, PRC CGrangdony Province, PRC Shenyi Wanguo-Cltibank-UBS Limited 07,40 A Shares applicable to the Group.
Tekephone (862008121 8119 (8620) $121 3086 Xing He Securities Invesiment Fund 216,354 A Shases i . .
Facsimite (852018121 6408 {3520) 8121 5408 Shanghi Tangyuan Taiye 34 Df:l:llsgof op‘:rauons or produ:llsraccouqunlg f;)r 10%[9; more
E-mail Tesh@gpe.comen buangx2@gpe.com.cn Tnvestment Management Ca., Lid 213,300 A Shares of the Group’s turnover or profil from principal operations
Beijing fiaxin Tiandi Teehnology Co.. Lid 144,800 A Shares Applicabl -
e DO Not applicable
2.2 Financlal Information Lin Zherjiang 137000 A Sharss 2 Applic ppie
221 Principal financial deta and indicators Notes:As notified by HKSCC Nominees Limited. the H shares under ils name . " c"“g“‘ c"‘u“
wece heid on behiall of its several clients. et s als - mads ndo
Asat 3t Asat3] Ama RMB %)
Ttems March 2005 December 2004 Changes 3. MANAGEMENT DISCUSSION AND ANALYSIS
B P Y Musfacrering opentioes SIHANINAS  WT664AN 0
3.1 Brief analysis of the Company’s overall vperation Trading operationy LTIGL827066 167198867114 Ei)
Tot 551663086387 5,182.878.025.1 6.44 . R . - Including: connected 31,001.518.46 MA210%036 12
S:‘m:os!::u' funds 4 The Company and its subsidiaries (collectively the “Group™) are peocing:conoctsd pasacvons
{excivding minority principally engaged in {1) manufacture and sales of Chinese patent Costs of Gross
mumu)g 251231075781 2.440,229.305.11 293 medicine; (2) wholesale, retail, import and export of Western and By products Sa e proflt margin
Ne(‘uuupu share N 3'|0 Rl 101 195 Chinese pharmaccutical products and medical apparatvs; and (3) Ay 127 1)
" y 7, " research and d of natural icine and biclogical medici
Adjusted net assets pet share S04 296 17 Hewt clearing 1nd Antidoric RSN NI s
Chinge as During the Reposting Period, the Group sdopted the following Disbeses evring 103,774,263.9 35,687,176 B4.65
tomplr!dz:ilh measures: Firstly, we strenigthened our front-line sales 1eam for active Cough wnd phicgm cleariag BATALLL 34,381 502.96 5814
¢ fouary 205§ fanuary 20S-  the same period mark:t;ng'of our mzyor rroducts urfd kay:urgnng producls{, and in Anw, curiag £0.801.426.18 AN s: L bR
ltems 3 March 2005 31 March 2005 of 2003 (e meantinic we put mare cuiphasis o6 advertisements and focused Gastric 3136007048 18,795.002.4} 366
: MR k48 %) our advertising resaurees on driving op the sales volume of vur end- Other products 150.900,145.42 LR i
' us 2 markst and increasiog the market share for our products. Secondly, Icluging: condectzd cransactions 144340008 TMI6LI0 30
Net cash Dows generated we strengthened the basic management of the Group companies by . o . .
from operating activities 8370330254 §3,703,392.54 163.48) tightening the comrol uver the produetion cost and operating expenses 3.1.2 Seasonal and periodical characteristics of the Company™s
Eamings per share 006 006 839] in a bid tojimprove the Company’s scale of efficiency. At the same operations
Relumn on net 35618 (%) 0 108 0.93 percentage time, the Group strengthened the management of accounts receivable . .
points in order 10 reduce operation risks. Thirdly. the Group continued its W Applicable O Not appliceble
Return an ref assets sfier .08 208 0.88 percentege efforts in the integration of iis internal resources and the centralized Some products of the Graup are subject to seasonal and
deducting aon-operating points purchase of truditional Chinese herbs, raw materials, packing materiats periodical patterns. The sales of Xia Sang Ju and Gusngdong
lems (%) and imported materials in large bulks. We have taken the advantage Ligng Cha Grenule are better in the 20d and 3rd quarters of the
of nut comprehensive wholesales and retail network to expand the year, whife cough and phicgm clearing medicine have higher
Non-operating items Amount market share for the Group's products. [n addition, the Group actively demand in the fall and winter of the year.
(4 January 200531 March 2005} (RMB) improved the managument of its internal fuads to reduce the financial
cost of the Company. Fourthly, the Group speeded up the progress of 3.1.3 Composition of profit of the Reporting Period (the significant
Losses on disposal of Mxed assets (207.637.711) reform of Guangzhou Chinese Medicine Corporation (“Chinese changs of the proporlion‘of profit from p‘rinclpak opetations,
Governmeni grants and subsidies 130.226.00 Medicine Cotporation™), a subsidiary of the Company, by reshuffling Pforfl from other opcrations, expenses, investment incume,
Nan-operating incomelexpeases its management (eam and its key personnel responsidle for its core subsidy income and riet aon-operating results of the total prafit
after dcJucting asscts impairment (70915.22) busincss. Furthermore, we optimized its inteenal resources through as compared with the previous reporting period and the
Income tax effect (33.32047) standardizing the workflow and putling more ¢fforts on its core explanation)
Minority interests (22,484 O ) business to sirive to bring Chinese Medicine Corporation to return to . .
Totel (92.522.42) profitability. ) Applicablz O Not applicable
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0 BHEEROEMAS

GP Guangzhou Pharmaceutical Company Limited

{a joint stock company with timited Biabitity established in the People's Republic of China)

(Stock Code: 0874)
2005 FIRST QUARTERLY REPORT

Toe Heporticg Prried The previoas reporilat period The amount of sale connected transactions and purchasc connected enlarged by the subscription. Upon the completion of the subscription,
(Hmm-l:mmw:ﬂ qu-n‘Jl'idr::hmm:’l transactions between the Group and GPHL as well as its associates the Company's sharcholding in equity of the said company decreased
westage t for 2005 are estimated to be approximately RMB482 million and from 92.48% fo 48.0465%, Thercfore, the said company was
s Aowrt mdpm:l Atoenl  (oxalprofit  Chamge approximately RMB270 m'xl]io:,P 4 ion & caasolidated into tht accounts for the Reporting Period on the basis
L ™ L7 %) ] ° ] . of the new shareholding percentage the Company holds therein.
Profit rom principal Details of the sale and P'”Cr.’a“ °°",n°u°d transactions bc}wecn ,"hc 3.4 Explanation of the Board and the Supervisory Committee on the
i BALKLLS UL LIRSS Mm% Group and GPHL as well a5 its associates during the Reporting Period qualified opinions Issued by the auditors
Profi o are set out as follows;
oer operations 1137,540.15 % BoImuR EREENCT) Amouat for O Applicable [ANot epplicable
Expesss JI0MEERLIE s 1mmsms ms the period between % of the 3.5 Early warnin
. L. . g and explanation for negative impact on profit for
tvesmet e 550790 01 (I1H04) o ew ) Rested  Pricing lsomarp o same type the next reporting period, or significant prafit Guctuetion in
income 1302500 [H] it [-3 S5 0) Connected transactions parties policy 30 March 2005 transactions comparison to the same period of 2003
Nt aonoperttiay fesatts (M5 @31 (1163176668 1884) 9548 1, Purchascs Phamactutical products,  GPHL Noma 8,284 086,54 190%
Foud ol R 1000 1617 100 - belk pharmaceutical raw  and its commeseial Applicable  {J Not applicable
Note: materalsmedical mise e During the Reporting Period. the Group accelerated its development
) ) ) equiprent wd in business, Its tumnover increased 13.13% as compared with the same
During the reporting the period, the reasons for the material changes in pharmacentical

period of 2004, and its net profit recorded a significant increase of

varfous constituents of profit as a perceniage (o total profit as compared packaging materials 83.91% us compared with the same period of 2004. It is expected that
L o e e o T P e Tt 20 Pamsesicipben, CPAL Noonod NI0SRE LS he et pruis for the Aest half of 2005 will increase by S0 of above
principle. Guangzhau Chinese Medivine Corporation. the subsiviary of the Sz phamepeLticat B and s et  compured with the same period of 2004
Company. maie substantial provision for the price decling f ifs inventory, i el ¥ compte © same period o
together with (8= npact of olher factors, leading 16 the rise of vosis in the :npu«m;md 3.6 Ongoing adjusiments by the Company on its disclosed annual
period 28 well @ inc INErcave In NON-OPETALING GXPERSES, Wiien restlted i phamaceaiics nperation plans cr budget
the sigaificant %t in profit. peciaging il
. Lo P . : ’ O Applicable Nut applicable
3.1.4 Explanation on significant changes ia principal activities and their Toul 18387500 Nute: The {ull version of the balance shes, incame tatement and cash flow
compositions as compared wilh the previous reporting period During tne Reporting Period, the amounts of connected transactions statement of the Company and the Group has been published on the website
. . between the Group and GPHL as well as its associates had no of the Shanghai Siuck Exchange at hup:/fwww.sxe cum.cn
I Applicable [@)Not applicable A ! .
) o . . . significant difference from the estimated annual amounts for 2005, For and on behalf of the Board
3.1.5 Explanation on significant changes ia profil from principal 3.3 Changes in accounting policies, accounting estimates, scope of Yang Yonpming
operatjons (gross margin ratio) as ccmpared with that of the idation and 1i ing errors and their causes Chairman

previous reporting period

O Applicable [ Not applicable

Guangzhou. the PRC, 27 April 2005

& Applicable £ Not applicable This guarierty report is published in both English and Chinese. In the event
During the Reporting Period, Golden Force Pharmacy Limited in Hong that different interpreiation gccurs, the Chinese version shatl prevail,

3.2 Explanation and analysis on major events and their impact and Kong has, pursuant to the Subscription Agreement entered into.  Agat the date of this announcement, the Board comprises Mr. Yang Rongming.
solutions injected RMB | 68,880,000 into the Company's subsidiary, Guangzhou  Mr. Zhou Yuejin, Mr. Feng Zansheng and Mr. He Shuhua (resigned on 27
. Wang Lao Ji Pharmaceutical Co.. Ltd, and acquired 48.0465% equity April 2005) us Exceutive Directors, and Mr. Wu Zhang, Mr. Wang Hin Wing

[ appticable (O Not applicable . interest of Guangzhou Wang Lao )i Pharmaceutical Co., Ltd as  and Mr, Zhang Heyong as independent Non-exceutive Directors.
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(Incorporated in Bermuda with limited liability}
(Stuch Code: 0759}

won't miss the property feature DISCLOSURE PURSUANT TO RULE 13.18 OF THE LISTING RULES

On 27th April, 2005, the Company (as borrower) catered into a 3-year transferable term toan and revolving

credit facility agreement for an aggregute amount of HK$243,000,000 with u group of banks, and Coils

Efectronic Co., Limited and CEC-Coils Singapore Pie Lid., being two indirect wholly-owned subsidiaries
. I of the Company (cellectively, as original guaraniors), which inciudes a condition impesing specific

e V e ry F r[ d a y ! performance obligation on the controlling shareholder of the Company.

This snnouncement is made in compliance with the disclosure requirements uader rule 13.18 of the

Listing Rules.

This announcement is made by the board of directors of CEC laternational Holdings Limited (the "Company™)
in compliance with the disclosure requirements under rule §3.18 of the Rules Governing the Listing of

For property‘ p|ease contact 1 Securities on The Stack Exchange of Hong Kong Limited (the "Listing Rules™).
On 27th April, 2005, the Company tas borrower) entered into a 3-year tronsferable term loan snd revolving
credit facility agreement (the “Agreement™ for an aggregats amount of HK$243,000.000 (the “Facility™) with
a group of banks and Coils Ejectronic Co., Limited and CEC-Coils Singapore Ple Lid., being two indirect
Patsy Leung wholly-owned subsidiaries of the Company (collcclively, as origindl guarantors). The Facility consista of (a) n
term {oan for an uggregate amouni uf HKS194,400.000, which will be spplicd 1o prepoy all of the Company's
existing outstanding indebtedness under 8 HK$165,000,000 transferable term loan facility ngreement dated
30th April, 2003 and the balance thereof will be used ay general working capital of the Company and its
el: 2798 2707 Fax: 2798 278% subsidiaries (the “Group™), and (b) a revolving credit facility for an sggregate amount of HK$48,600.000.
which will he used as general working capital of the Group.
Under the provisions of the Agreement, it would be un event of defuull, inter alia, il Mr. Lam Wai Chun, the
Chairman of the Company and a controlling shar:holder of the Company. ceases to be the Chairman of the
classified@thestandard.com.hk Compary or ccases 10 be involved actively in the management and business of the Group. If the aforesaid
event of defauds oceurs, upon a notice served 1o the Company, (i) the Facility shall immediately be cancelled;
(ii) alt or part of the loans under the Facitity, together with accrued interest, and all other amounts sccrued
and outstanding under all finance documents (including the Agreement) shall immediately become duc and
payabte: and/or (iii) all or part of the loans outsianding under the Facility shall immediately become payable
~n demnrnd,
Discloxure will be included in subxcquent yuarterfy, interim and annual reports af the Company for so long as
the obligation continues to exist
By order of the Boasd
Lam Wal Chun
Chairman
Hong Kong, 27th April, 2005

As at the date of this announcement, Mr. Lam Wai Chun, Ms. Tang Fung Kwan and Mr. Law Hou Shan are the
executive direciors of the Company: and Mr, Au Sun Yiu, Mr. Lee Wing Kwan, Denls und Mr. Tang, Tin Sek are

Th St d d the independent non-esncutive directors of the Compuny.
e andar * For ideniification purpose unly
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Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability established in the People's Republic of China)

(H Share Stock Code: 0874)

L Anikes e repras i as ta it accaracy or compleiencess and cxpressty disclains any ilapility whatserever for any foss hrvsiever

RESOLUTIONS PASSED AT THE 11TH MEETING
OF THE 3RD SESSION OF THE BOARD OF DIRECTORS

Guengzhou Pharmaceutical Company Limited (the “Company™) a1.d all members of the Board of Directon () Original Article 18 is amended as:

("the Board™) hereby confirm the truthfulness, accuracy and completeness of the contents of this

Article I8 According to an upproval by Lhe governmental bodies authorized by the Siate Council,
announcement and jointly and severally accept full responsibility for any false representation, misleading

the Company issued 5123.000.000 shures to its promoters upon its establishment, representing 100%

statement or material omission hercin contained.

The Company held the 11th meeting of the 3rd session of the Board of Directors on 27 April 2005 at the
Conference Room, 2nd Floor, 45 Sha Mian North Street, Guangzhou City. Six out of the seven eligible dircctors
of the Company atiended the meeting, among whom Mr. Feng Zansheng, an executive director, attended the
meeting by means of telecommunication. Mr. Yang Rongming was not able to attend this meeting because of
official businesses. He.has appointed Mr. Zhou Yuejin, the Vice Chairman, on behalf of him 1o exercise the
voting right, The meeting was chaired by the Vice Chairman, Mr. Zhou Yuejin, with the supervisars, the senior
management, domestic and overseas auditors and lawyers present at the meeting in accordance with the Company
Law and the Articles of Association of the Company. After due discussions, the following matters were considered
and unanimously approved by the direclors at the meeting:

(1) Original Article 6 is amended 5:

Artlcle 6 The Articles of Associations are amended by way of special resolution passed at the 2004
Annuul General Meeting und come into eflect thereupon, with the original Articles of Associations
terminated on the same day,

The Articles of Association shal) be since its effective date taken as ihe instrument witi binding
cffect in governing the Company's organisations and corporate behaviour, the rigits ind ohligations

of the Company's then total ordinary shares in issue, which were held by Guangzhou Phurmaceutical
Holdings Limited.

As spproved by the sccurities competent authorities of the State Council, the Company issued
219.900.000 overseas listed foreign cupitul shares after (s establishment.

As approved by the securities competent authorities of the State Council, the Compuny issued
78,000,000 additional RMB denominated ordinary shares. Following the completion of the new ixsue,
the share capital of the Company is as follows:

Ordinary shares aggregate to 810.900.000 shares, of which 513,000,000 shares are held by the holders
of state-owned shares, sccounting for §3.263% of the total issued ordinary shares, of which
491,000,000 shares are hetd by Guangzhou Pharmaceutical Holdings Limited, the Company's

entrusted by it, the Ceneral Mecting shall follow the orinciples of sufeguurding the legal rights
of the Company's sharcholders, strictty complying with the laws and regulations und cnsuring
the Company is operated efficienty and decisions ore made scientifically. The General Meeting
fmay zuthorise und enirust th fullowing muticrs (o the Board of Directors:

I. Amendments to the wording of the Company’s Articles of Association afier the principle
of umending the Campuny’s Arliclex of Associutions hud been approved at the General
Meeting;

2. Distribution of interim dividends:
between the Compuny and sharehelders and among sharcholders,
. k . 3. Notices concerning issuance of new shares and convertible debentures:
{2)  Original Acticle || is amended as: R .
4. Disposal, mortgage or guaruniee of fixed assets under approved operational guidelines
Article 11 The Company's business scope covers operation and investment and development in state- and investment plans:
ownsd axsets and the financing, the development and manufacture of CPM, production of biological 5 Other i « which b b d and . . A
products, healthcare medicines and drinks (licensed), wholesale and retail trade (inciusive of CPM o or issues which can be puthotised and entrusied in accordance with s, regulations

und exvlusive of the State’s specially operated and manuged projects), sales of dungerous cluss B
chemiculs und medical apparatus (to the exient of the products authorized by dangerous chemic
operation license und medical apparatus operation enterprise license)

The Company shall engage in operations within the registered business scope.

und these Articles of Associations of the Company.

(xvii) 10 resofve for other matiers in secordance with baws, administrutive regulations und these urticies
of Association of the Compuny.

Original Articie 53 10 Article 58 i» renumbered us Article 84 o Article 59 respectively.

1. The girectors’ report of the Company for the year 2004; promoter, accounting for 60,.550% of the total issued ordinary shares. !
2 The financial report of the Company for the year 2004; 219,900,000 shares accounting for 27.118% of the total issucd ordinary shares are held by the holders }
of overseas listed foreign capital shures. .

3. Resolution regarding provision for impairment loss on inventories of Guangzhou Chinese Medicine . A . .
Corporation (“Medicine Corporation™), the subsidiary of the Company: 78,000,000 shares accounting for 9.619% of the total issued ordinary shares are held by public

shareholders.
It was consented thal the inventory of merchandise of Medicine Corporation, the subsidiary of the Company, " s L . .
g 4 i riginul Articke 50 as Article 51:
as at 31 December 2004, is charged for impairment provision of inventories of RMB24,388,727. The (#) The foliowing article is added afier original Arti ¥ AT .
provision for impairment of inventories is charged into the profit and loss account of 2004, Article 51 The controlling sharcholder and the de faclo controller of the Company have the duty to |
. . X act in good faith towards the Company and public sharcholders of the Company. The controtling
4. The auditors’ report for the year 2004; shareholder should strictly exercise their rights 2s contributors in accordance with the laws. The
5. The proposed profit distribution and dividend payment for the year 2004; controlling shareholder shall not take advantage of connected transactions, profit distribution, asset
3 L restructuring, external investment, copital appropriation or lean guarantee in violation of the interests
(1) the distribution of the profit after tax of the Company and its subsidiaries are as follows: of the Company and public'shareholders. or take advantage of its controlling position in violation of
(i) among its subsidiaries, manufacturing business transfers 10% to the statutory surplus reserve the interests of the Company and public shareholders.
fund, 10% (o the statutory public welfare reserve, 10% to the discretionary surplus reserve; Original Article 5t shall be renumbered as Article 52
trading business transfers 10% to the statutory surplus reserve fund, 10% to the statutory public . . .
welfare reserve, 20% to the discretionary surplus reserve. " (5) Original Article 52 is amended os:
. Article 53 Th neral meeting shail exercise the followi owers:
(it) the Company transfers 10% to the statutory surplus reserve fund, 5% to the statutory public © ge 8 ¥ "8 P
welfare reserve, and no transfer is made to the discretionary surplus reserve, (i) todetermine the operational guidelines and invesiment plan;
{2} the finul dividend for 2004 is recommended to be RMB0.025 per share (inclusive of tax for A shares), (i) 1o clectand remove direciors and 10 fix the remunerations of the relevant directors:
the totul amount of annual dividends to be disiributed amounts to RMB2C,272,500. (iii) to clect and remove supervisors from sharcnolder representatives and to fix the remunerations
6. The projected profit distribution policy for the year 2005: of the relevant supervisors,
The Company proposes that there will be onjy one dividend distribution in 2005; the amount (o be (iv) to consider and uppruve tire 1eport of the Pourd of directors:
apportioned ax dividend will not be lower than 30% of the net profit and this will be distributed in the form (v} 1o consider and approve the report of the Supervisory Committee;
of cash; th does not plan to mak transfer f I ve to capital i S. - . . .
* e Company does not plan 1o make any transfer from surplus reserve to capital in 200 (vi} 1o consider and approve annuat budget plan und budget implementation plan of the Company;
7. The amount of total emoluments to be paid ta (he directors of the Company for the year 2005; " {(vii) 10 consider and upprove profit distribution plan and plans for recovery of losses:
Itis proposed that for 2005, the total amount of emoluments of services for the Company's directors will {viil) w resolve the increase or decrense in registered capilal;
be RMB2.460.000.
. (ix) 1o resofve the merger. division. dissolution und fiquidation of the Campany:
8. The amount af total emoluments to be paid 10 the supervisors of the Company for the year 2005;
(x} 1o resolve issue of bonds of (he Company:
It is proposed that for 2005, the total amount of emoluments of services for the Comnany's supervisors . . . .
will be RMB250.000. (xi) to resolve appointment, removal or retirement of an nccounting firm;

9. The Company's amended agreement for connecied transactions in respect of purchases and sales and the (xil) to em2nd these anicles of Asxociation:
transactions contemplated thereunder (Please refer to the Company's announcement of ungoing connected (xili) io consider and approve (he proposal from the sharcholders holding 5% or more of the Company's
transactions for details.). shares carrying voting rights;

10.  The proposuis regarding cancelling Guangzhou Guangyao Ying Bang Marketing Co., Ltd. (“Ying Bang (xwv} 1o approve the Company 1o provide the quulified parties with exiernal guarantee in the amount
Company") und establishing Ying Bang Branch of Guangzhou Pharmaceutical Company Limited (“New more thun 10% of the net asset value puhlished in the Luest audited consolidated finuncia)
Company"): ) statements of the Company:

-
The New Conpuny is v non-independ=nt corparute branch directly under Guangzhou, Pharmacettiv (xv) to eonsider and approve the significunt acqitiniiion, disposal. ind exchange of asseis fsubject to
Company Limited. Estavlishment of the New Company is beneficial for the ©.ompany (o streng:he the rules governing the fisting of securities vn the relevant securitics exchange):
'"“ﬂ:scrill tun=tion and enhance operating efficiency. 50 as to integrate its marketing resources for averal! {xviy 10 authorixe or entrust the Baurd of Directnns o humdie the nuaters us authorized or cntrusted:
market expansion.
When authorising or eatrusting the Board of Directors 1o hundle the mutters authorised or
1. The proposals regarding the amendments of the Articles of Association of the Company:
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The Stack Exchange of Hong Kung Limited takes no responsibility for the contents of this announcement, makes no represeniation as io its accuracy or completeness and epressiy disctaims any liubility whaisoever for any loss howsoever
arising from or in retiance upon the whole or any part of the contents of this announcement.

HERBRIGBRLE

Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited liability established in the People s Republic of China)

(H Share Stock Code: 0874)

RESOLUTIONS PASSED AT THE 11TH MEETING

OF THE 3RD SESSION OF THE BOARD OF DIRECTORS

Original Article 59 is amended as:

Article 60 In meeting the criteria, the notice of a general meeting shall :
[$3
(i)
(i)
({iv)

be made in wriling:
specify the place, date and time of the meeiting;
set out the matters to be considered at the meeting:

provide shareholders with such information and explanation as necessary for them to make
informed decisions on the matters to be considered. This principle includes (but not limited t0)
where a proposal is made to merge the Company with another, to repurchase shares, to reorganise
the share capital, or to restructure the Company in any other way, the terms of the proposed
transaction must be provided in detail together with copies of the proposed agreement, if any,
and the cause and effect of such proposal shali be properly explained;

(v} disclose the nature and degree of the material interest of any director, supervisor, general manager
and other senior management member in the matters to be considered. In case that the impact
of the matters to be considered on such director, supervisor, general manager and other senior
management member as a shareholder s different form that on other holders of a class of

shares, the diffsrence shall be clarified;
(vi)
(vii)

set out the full text of any special resolution proposed to be approved at the meeting;

contain a writien statement that a shareholder eligible for attending and voting is entitled to
appoint one or more proxies to attend and vote on his behalf and that a proxy need notbe a
shafeholder:

(viii} specify the time and place for lodging proxy forms for the relevant meeting.

In convening the general meeting and providing online voting for domestic shareholders, the
Compsany shall specify the time of online voting. voting procedures and the matters to be
considered in the notice of the meeting.

Original Articles 60 to 66 is renumbered as Artictes 61 to 67.
Articles 68 to 70 is added after the amended Article 67:

Artlcle 68 The Company 1hall on me basis of the validity and effact of the meetings, use all means
and ch Is as far as pract} fuding the use of modern information technology to provide a
newwork voting platform, to mcrcnse the pamcnpanon of public shareholders present at general
meetings.

Article 69 To cffectively safeguard the interests of public shareholders, the Company may, if conditions
permit, provide a network voting system for domestic shareholders 1o vote at sharehclders’ general
meetings. The Company shall provide a network veting platform for the sharcholders to vote in
relation with the matters set out in Article 79.

1f a network plaiform is provided for domestic shareholders 10 vote at the shareholders’ general
meeting, all domestic shareholders whose names appeared in the register of the Company at the date
of record of sharcholders are entitled (o vote via the network, provided that only one of the voting
forms either by person. network or other required ways shall be selected for shares of the same class.

Network voting for domestic shareholders at a general meeting shall be implemented in accordance
with refevant laws. regulations and provisions.

Article 70 The Board of Disectors, independent directors and eligible shareholcers are eatitied to
callect proxy fram otlier shareholders al a general mecting. Such collection of proxy shall be st nil
consideration, and sufficient infarmaticn shall be discln.ed to the principal shareholder. !

Original Articles 67 to 74 is renumbered as Articles 71 t0 78 respectively.
Articles 79 to 80 is added after the amended Article 78:

Artlcle 79 Unless otherwise stipulated in this article, the implementation or proposai of the te!lowing
matters are subject te and conditionul upon approval at (lie general meeting with mere than half of
the voting rights held by public shareholders who panicipate in the polt:

(i) any issue of new shares to the public, issue of convertible debentures, and share placement 1o
existing sharsholders (save for the skares to be fully subscribed in cash by the ultimate controlling
shareholder pursuant its undertakings prior to the convening of the meeting);

{ii) any material usset restructuring involving acquisition(s) at a total consideration exceeding 20%
or more of the audited net book value of the assets acquired;

(iii) any repayment of debts due to the Company from a shareholder by way of its equity interest;

(iv) any proposcd overseas listing of a subsidiary of material importance in the Company;

(v) any matter with significant impact on interests of public shareholders in the course of the

Company's cperations.
The Company shall 521 out in its announcement of resolutions with respect to the abovementioued
malters passed 81 (he general meeting the number of public shareholders present at the meeting, total
shares held by them und as a percentape in the Company's shares held by the public and the outcome
of poli, and discluse the shareholdings and votes of the 1op 10 public shareholders participating in
the poll.

For the purpose vl considering (he abovementioned matters at a general meeting, the Company shall
provide shareholders with access ta voting by virtue of network.

Acrticte 80 For the purpose of considering the matters set out in Article 79, the Company shall, after
publishing the nutice of general mecting, re-publish the notice of general meeting within 3 days
following the datw of record of the shareholders.

(9)

10)

(1

Qriginal Article 75 is amended as:

Article 81 The convening of a shareholders’ exiraordinary general meeting or o cluss mecting which
is proposed by shareholders or the supervisory committee shall be in compliance with the following
procedures:

(i) Two or more shareholders jointly holding 10 per cent or more of the shares carrying voting
rights at the meeting sought lo be held or the supervisory commitiee shail sign one or more
counterpart written requisition stating the subject of the meeting to request the board of directors
o convene an extraordinary general meeting or a class meeting. The board of directors shall as
soon as possible proceed to convene the extraordinary general meeting er a ¢lass meeting after
receiving the requisition. The amount of shareholdings referred to above shall be calculated
according to the shareholders® sharcholdings at the date of the deposit of the requisition,

If the board of directors fails o issue a notice of such a meeting within thirty (30) days from the
date of the receipt of the requisition, the shareholders or the supervisory committee so requested
may themselves convene such a meeting in procedures as similar as possible as those for the
meeting 1o be convened by directors within four {4) months from the date of receipt of the
requisition by the board of directors.

(i)

Any reasonable expenses incurred for a meeting convened by the shareholders or the supervisory
committee by reason of the aforesaid failure of the board of directors In duly convening a meeting
shall be borne to the Company, and shall be deducted from the paysbles due from the Company to
the director(s) in defavlt,

Original Articles 76 to 82 is renumbered as Articles 82 to 88 respectively.
Original Article 83 is emended as:

Article 89 Rights conferred on any class of sharcholders may not be varied or abrogated unless
approved by a special resolution at the general meeting and by holders of shares of (hat elass at a
class meeting conducted in accordance with Articles 91 1o 95.

Original Articles 84 is renumbered as Anicles 90.
Original Article 85 is amended as:

Article 91 Shareholders of the affecied class, whether or not otherwise entitled to vote at general
meetings, shall nevertheless be entitled to vote at class meetings in respect of matters concerning
paragraphs (2) to (8), (11) and (12) of Anticle 90, but interested sharcholder(s) shall not be entitied
to vote at class meelings.

The meaning of “interested shareholder(s)” as mentioned in the preceding paragraph {s:

(i) inthe case of a repurchase of shares by pro rata oftered to all shareholders or by public dealing
on a stock exchange under Article 27, a “controlling sharehclaer™ within the meaning of Article

50 herein:
(ii) in the case of a repurchase of shares by an off-market agreement under Article 27, a shareholder
10 whom the proposed agreement relates:
) (iii) inthe case of a restructuring of the Campiny, a shareholder within a cluss who bears lass than

(12)

(13)

(14)

(15)

proportionate liabisities imposed cn that class under the proposed restruciuring or who has an
interest in the proposed restruciuring different from the interest of shareholders of that class.

Original Article 86 is amended as:

Article 92 Resolutions uf a class meering shall be passed by votes represeinting two-thirds or imore
of the voting rights of shareholders of that ciuss represenied at the relevant meeting who, according
to Articie 91, are entitled to vote at class meetings,

Originat Articles 87 10 99 is renumbered as Articles 93 10 105 respecitively.
Original Article 100 is amended as:

Article 106 The board of directors muy consider and approve resolutions in writien form instead of
convening meetings. Draft of such resolutions shall be despatched to each director through email,
mail. telegruph, fax or in person. Such resolution will be passed as 8 resolution of the board of
directors only after it is signed and upproved by two-third or more of the direciors and deposited to
the sceretary to the board of directors by vne ol the aforesaid mearns

For the purpose of resolutions required 1o be passed by voting at ar extraordinary board meeting, if
the resolution to be passed was seut to all the directors in writing (including email, telegraph and
fax) and 1he number of direciors who sign und epprove such a resolution satisfies the quorum as
required for such decision und=r Aiticle 98 herein. such resolution is deemed effectively passed and
no meeting of the board of directors is required.

Original Article 101 is renumbered as Article 107,
Article 108 is added after the amended Article 107

Acrtlcle 108 Consideration rules and voting pracedures of the meetings of the board of directors shall
be in accordance with Rules of Procedures for the Board of Directors of the Company.

Original Articles 102 to 104 is renumbered ax Articles 109 to 111 respectively.
Original Article 103 is amended us:

Article 112 The Company shull appoint independent directors, The ratio of independent directors to
the total number of directors in the bourd of directars shall be no tess than one-third, Under no
circumstances shell there be less than three independent executive directors (independent directors
shall salisfy the requirements or un independent non-executive director under the Rules Governing
of the Shanghei Securities Exchunge and the Listing of Securities on the Stock Exchenge of Hong
Kong Limiled respectively). vav of whom shauld be a professionil accountunt with senior title or

_qualifications us a public certifizd uccountunt.
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RESOLUTIONS PASSED AT THE 11TH MEETING
OF THE 3RD SESSION OF THE BOARD OF DIRECTORS

Article 113 is added after the amended Article 112:

Article 113 independent directors shall attend meetings of the board of directors on time, and shall
keep informed of the production and operation of the Company and conduct active investigation to
obtain the particulars and information required for resolutions. Independent directors shall submit
an annual work report of all independent direclors to the annual general meeting of the Company.
stating their performance of duties.

Original Articles 106 to 107 is renumbered as Articles 114 1o 115 respectively.

The original Article 108 is amend as;

Article 116 An independent director shall take obligations of good Faith and due diligence for the
Company and all shareholders, An independent director shall perform his duties in serious manner,
safeguard the overall interests of the Company and, in particular, protect the legzl rights of the
minority sharcholders under the relevant laws, regulations and these Articles of Association.

An independent director shall carry out his duties independently without being affected by the
substantial shareholders, de facto controller or any entity or individual interested in the Company or
its substantial sharcholders or de facto controlier, and shall ensure that he has sufficient time and
energy to effectively carry out his duties.
In the event that independent directors fail to comply with the requirement of independence or other
situntions that the independent director fail to perform his duty in the capacity of an independent
director, which result in the inadequate number of independent directors as stipulated by these articles
of Associations, the Company shall make up the number of independent directors as required.
The original Article 109 is renumbered as Article 117, and paragraph (vi) of this article is amended to:
Article 117 (vi) An independent director may resign before expiration of his term. An independent
director shall render his resignation report in writing to the Board of Directors explaining any details
which are related 1o his resignation or are necessary in his opinion to be brought to attention of the
sharcholders and creditors of the Company. If the resignation of the independent director results in
the percentage of independent directors in the board of directors or the members of the directors falls
helow the authorised minimum limit or the requirement.of these Articles, the resignation shall become
effective only upon the appointment of an alternate independent director. The Board of Ditectors
shall convene a general meeting within two months to re-elect independent directors. In the case of
that the Board of Directors fails to convene a due general meeting. independent directors are €ntitled
not to perform their dulies,
Original Article [1Q (s amend t0:
Article 118 Powers and dutics of independent directors
(i) In order to excreise the functions of an independent director, save from the powers vested by
the Company Law and other relevant laws, regulations and these Articles of Associations, the
independent directors of the Company shall be vested with the following special powers and

duties: .

1. any material connected transaction (representing connected transactions entered into
between the Compeny and any connected parties, the aggregate consideration for which
is more than RMB3 million and more than $% of the latest audited net asset value of the
Company), shall first be approved by the independent directors, before being submitted
10 the Bozard of Directors for discussion. Before making a judgement, independent directors
can appeint intermediaries to prepere an independent financial adviser’s report as the
basis for their judgement,

2. propose 1o the Board of Directors for the appointment or dismissal of an accountants’

firm:

pruposc to the Board of Directurs for convening an extraordinary g=nzcal mezting;
propnse (o convene the Board Maetings:

appuint an external auditing firm o1 consultant independently;

o B

collect pronies from sharehelders before proposing Lo the Board of Dicectors for convering

an extraordinary general meeting or a board meeting or before convenirg a general merting.

(i) An independent director shall ubtain the consent of at least helf of all independent directors
when he exercises the above powers.

(iii) Should the above proposal not be adopted o the above powers not be exercised nurmally, the
Company shall disclose the above matters.

(iv) With approval from all independent directors, independent directors may appoint an external
auditing firm or consultant independently to provide auditing or consulting services in respect
of particular events. and the relevant expenscs occurred shali be borne by the Company.

(v) Save from powers of directors and special powers vested by the Company, an independent

direcior shall abide by all provisions herein in respect of duties of directors.
Qriginal Article ({1 is renumbered as Article [19 and paragraph 6 be added under paragraph (i) of
this article:
Article 119 (i) 6. Nil cash distribution proposal recommended by the Board of Dircetors;
Accordingly. original Paragraphs 6 and 7 be renumbered as Paragraph 7 and § accordingly.
Original Article 112 is renumbered as Article 120 and paragr.ph (i) under this anticle be amended to:
Article §20 (i) The Company shall ensure that the independent directors have the same right 1o know
as other directors, and provide the independent directors with relevant meterials, informaltion and its
operation on a timely basis. On-site visits may also be provided when necessary. The Company shall
at the statutory time inform the independent director in advance for matters to be resolved by the
Board of Directors and provide them enough information. Should an independent director regard the
information provided is not sufficient, he may request supplementary information. Whenever iwo or
more independent directors are of opinion that the provided infermation is insufficient or the evidence
is not explicit, they can jointly request the Board of Directors in writing to posipone the board
meeting or postpone considering that matter, and the Board of Directors shall accept it accordingly.
Information provided to independent directors by the Company shall be kept for at least 5 years by
the Company and cach independent dircctor.
Original Articles 113 ta 145 is renumbered as Articles 121 to 153 respectively.

{22) Original Article 146 is renumbered as Article (54 and paragraph (3} be added:
Article 154 (iii) Considering and approving procedures for external guaranty

(i) The Company shall obtain consent in signatures of over two-thirds members of the Board or
approval from General Meeting in accordunce with the laws, regulutions in the PRC or the
listing rules of i1s listing stock exchuange when providing external guaranties. The powers of
approval for the Board of Dircctors are stipulated in Rules of Procedures for the Bourd of
Directors.

(ii) Adequate information in respect of credit standing of deblors shall be obtained and sufficient
analysis with respect to benefits #nd risks about guaranties shall be conducted. with detailed
discl in relevant (s before the Board approves external guarantics tor submits
it to general meeting for voting).

(iii

In case of o sharcholder or director being interested in the guaraniics to be resolved by general
meelings or Board of Dircctors, the suid shareholder or director shall ubstain from voting

(23} Original Article 147 is amended to:

Article 155 In the case that the Company provides loans in violation of Article 154, the party receiving
toans shall return the same immediately in any conditions and terms ol {oans,

(24) Original Article 148 is amended to:

Article 156 In the case that the Compuny provides loans in violation of the first paragruph of Article
154, the Company shall not be put in force, upless:

(i) that the loan is provided to directors, supcrvisors, general managers and cother officers of the
Company or its controlling company or their respective associates, and the person providing
loans is not an informed person: or

{ii) that the collateral provided by ithe Company have been legally sold to bona fide purchaser by
the party granting such loan. '

Original Articles 149 to 206 is renumbered as Articles |57 1o 214 respectively.
{25) Article 215 is added following the revised Article 214:

Artlcte 215 The Rules of Procedures for General Meetings, The Rules of Procedures for the Board
of Directors and the Rules of Procedures for Supervisory Commitice shall be formulated in accordance
with these articles, The aforesuid rulex shall be made os uppendices of these articles, come into
effeet upon approval from and amended by general meetings of the Company,

(26) Original Article 207 is amended as:
Articte 216 In this Artirles, the following expressions have the following meaning
“Articles of Association”, The ¢xisting articles of association of the Company in force
“Board of Directors”, The board of directors of the Company
“Supervisory Committee”, The supervisory committee of the Company
“The PRC”, the People’s Republic of China;
“Renminbi or RMB", the lawful currency of PRC

“Chop”, common chop used and formal chop (if any) kept by the Company or either one of the two
as the case may be.

“Business day’ normal business hours for banks in the PRC { exciusive of Saturday) -
Orizinal Article 208 is renumbered as Article 217,

12. The propased amendments to the Rules o Procedures for Gereral Meztings of the Company (Pleusc refer
G the website of Shanghai Stock Cxchange for details):

13, The proposed amendmeats te the Rules of Procedures for the Board of Directors of the Cumpany (Picase
rofer to the website of Shanghai Stock Exchange for details):

14. The proposal on 2005 first quarterly report of the Company:
15. “The proposal for accepting of the application of Mr. He Shuhua's resignation from his office of director;
16. The proposal for recommending Mr. Xie Bin us director candidate (see the nitached biography):

17. The proposal for putting forth the convening of 2004 Annual General Meeting, (Further notice will he
made upon the confirmation of the convening date of 2004 Annual General Mecting).

This anneuncement is made purseant to Rule 13.09(2) of the Listing Ruics of the Stock Exchange of Hong

Kong Limited.

Guungzhou Pharmaceutical Company Limited
The Board of Directors

Guangzhou, PRC, 27 April 2005

As at the date of this announcement, the Board comprises executive directors Mr. Yang Rengming, Mr. Zhow
Yucjin, Mr, Feng Zansheng and Mr. He Shubua (resigned on 27 April 2005). and independent non-executive
directors Mr. Wu Zhang, Mr, Huang Xiunrong and Mr. Zhang Heyong.

Mr. Xic Bin, aged 47, o master degree holder in scignce, is an economist. He has been the General Manager

the Company since November 2004. Since he began his career in August 1974, Mr. Xic had served as factor,
munuger of Guangzhou Baiyunshan Chinese Medicine Faciory, the tactory manuger of Guanzhou Baiyunshun
Pharmaceutical Factory, the depuiy genernl munager and the gencral manager of Guanzhou Baiyunshun
Pharmaceutical Company Limited. Mr, Xic was also the viee Chairman of Guanzhou Wang Luo Ji Pharmaceuticul
Company Limited, the manager of Guanzhou Chinese Medicine Corporation and a director of Guanzhou
Boiyunshan Pharmaceutical Company Limited. Mr. Xie hus exlensive expericnee in corporate munagement and

marketing, J
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Guangzhou Pharmaceutical Company Limited
(a joint stock company with limited habthry established fn the People's Republic of China)

IMPORTANT

Guangzhou Pharmaceutical Company Limited (the "Company™
or "GPC") and all members of the Board of Directors (the “Board™)
hereby confirm the truthfulness, accuracy and completeness of the
contents of this announcement and jointly and severally accept
full responsibility for any false representation, misleading
statement or malerial omission hersin contained,

)

2

IMPORTANT NOTICE
Date and time of the 2004 annua! gencral mezting ("TAGM™ 1 30

June 2005 (Thursday) ar 10:00 a.m.

Place of the AGM: 2nd Floor, 45 Sha hian North Streer,
Guangzhou City, Guangdong Province, the Pecple’s Republic of

China (“the PRC") al the conference room of the Company,
Manner of holding the AGM: pressnt

Significant items in the agenda:

(1} report of the Board of the Company for the year 2004

(2) report of the Supervisory Committee for the year 2004;

(3) audited financial report of the Company for the year 2004;

(4} auditors’ reports for the year 2004;

(5) proposals for distribution and dividend payment for the

year 2004;

(6) projected profit distribution policy of the Company for the

year 2005;

(7) total emoluments to be paid to the directors of the Company

for the year 2005:

(8) total emoluments to be paid to the supervisors of the

Company for the year 2005:

{9) revised agreement in relation to the continuing connected
transactions entered into betweéen the Company and
Guangzhou Pharmaceutical Holdings Limited {"GPHL")
on 27 April 2005 and the transactions contemplated

thereunder;

(10) election of Mr. Xie Bin as director of the Compuny:

(11) amendment of the Articles of Associution of the Company:

(12) amendment of the Rules of Procedures for Shurcholders’

Meetings of the Company;

(13) amendment of the Rules of Procedures for the Board of

Directors of the Company; and

(14) umendment of the Rules of Procedures for the Supervisory

Committee of the Company,

INFORMATION REGARDING THE CONVENING OF
THE AGM

at the 11th Meeting of the 3rd Session of the Board:

a.m.

(3) Place of the AGM: 2nd Floor, 45 Sha Mian North Street,
Guangzhou City, Guangdong Province, the PRC at the conference

roam of the Company.

II. MATTERS TO BE CONSIDERED AT THE AGM
[0

resolutions;
1. report of the Board of the Company for the year 2004:

report of the Supervisory Committee Jor the year 2004,

auditors' reporis for the year 2004;

O

the yeur 2004;

6. projected profil dns\nbunon pohcy of the Company for the

year 2005;

7. total emoluments to be paid to the direciors of the Company

for the year 2005;

The resolution to convene the AGM was considered and passed

Date and time of the AGM: 30 June 2005 (Thursduy) ‘a’l 10:00

to approve the following resolutions by way of ordinary

audited financiul report of the Company tor the year 2004;

. proposals for profit distribution and dividend payment for

(H Share Stock.Code: 0874)

Notice of the 2004 Annual General Meeting

8. total emoluments to be paid to the supervisors of the
Company for the year 2005;

9. revised agreement in relation 9 the continuing connected
transactions entered into between the Company and GPHL
on 27 April 2005 and the transactions contemplated
thereunder; and

10. election of Mr. Xie Bin as director of the Company (see the
attached biography).

(I1) To approve the following resolutions by way of speciai

resolutions:
1. amendnient of the Anticles of Association of the Company:

[¢]

Criginal Asticle 6 is amended as:

Article 6 The Articles of Association are amended by
way ol a special resolution passed'ai the 2004 Annpal
Leanara) Moating of the Company end come into effect
therenpon, with the original Articles of Association
become ineffective on the same day.

The Articles of Asspciation shall since its effective
date be taken as-an instrument with binding effect in
governing the Company s organisation and ‘corporate
behaviour; the rights*and obligations betyeen the
Compeny and shareholders and among shareholders.

@

Qriginal Article 11 is amended as:

Article 11 The Company's business scope covers
operation, investment'and development of state-owned
assets, financing, development.and manufacturing of
Chinese Patent Medicine (“CPM"), manufacturing of
biological products, healthcare medicines and drinks
(licensed), wholesales and retail trading (inclusive of
CPM but exclusive of the State's specially operated
and managed projects)

'

L i < i
The Company shall engage in operation within the
registered business scope.

(&)

QOriginal Article 18 is amcnded as:

Article 18 As approved by the governm:nlal bodies
authorized by the State Council, the Company issued
513,000,000 shares, representing.100% of the
Company's then total ordinary shares in issue to its
promoter upon its eslablnshmem Such shares were
held by Guangzhou Pharmaceuncal Holdings Limited.

As approved by the securities authorities of the State
Council, the Company issued 219,900,000 overseas
listed foreign capital shares after its establishment.

As approved by the securities authorities of the State
Council, the Company issued 78,000,000 additional
RMB-denominated ordinary sheres to the public
shareholders. After completion of the new issue, the
capital structure of the Company was as follows:

219,900,000 shares, representing approximately
27.118% of the total issued ordinary shares, were
held by the holders of overseas listed foreign capital
shares.,

78.000,000 shares, representing approximately
9.619% of (he loial issued ordinary shares, were held
by the public shareholders.

(4) The following Article 51 is added afier the original
Arnticle 50:

Axticle S1The cogtcalline sharehaldac and the de

Original Article 31 ix re-numbered as Article 52.
5

Original Article 52 is amended as:

Article 53 The sharcholders in geaeral meeting shall
exercise the following power!

(i) 1o determine ‘the operation-strategy and
investment plan of the Company;

{ii) 1o elect and remove directors and to fix the
remuneration of the directors;

(ii) 1o elect and remove supervisors from shareholder
representatives and to fix the remuneration of
the supervisors; '

(iv) to consider and approve report of the Board of
directors:

(v) toconsider and approve report of the Supervisory
Committee:

(vi} toconsider and spprove annual budge! and budget
implementation plan of the Company;

(vii) to consider and approve profit distribution
proposal and plans for recovery of losses;

{viii)to resolve increase of decrease of the Company's
registered capitul;

(ix) to resolve merger, division, dissolution and
liquidation of the Company;

(x) to resolve issuance of bonds of the Company;

{xi) to resolve appointmant, removal or retirement of
auditors;

{xii) tc amend the Articles of Association;

(xiii)to consider proposed resolution submitted by
shareholders holding 5% or more of the
Company's shares carrying voling rights;

(xiv)to upprove the Company's provision to qualified
party of external guarantee in amoun! exceeding
10% of the net asset value published in the latest
audited consolidated financial statements of the
Company:

. ionif . . ]
L ; ™ ;
s £ o
sxchagoesy;
(axiysharcholders in general meeting shall authorise
or entrust the Board of directors to handie matters
as authorized or entrusted:

When authorising or entrusting the Board of
directors 1o handle matiers authorised or
entrusted Lo it, sharcholders in'general meeting
shall follow the principles of safeguarding the
legal rights of \he Company’s shareholders,
strictly complying with the laws and regulations
and ensuring the Company is operating efficiently
and decisions are made scientifically. The Board
of directors may be authorised or entrusted (o
deal with the following matters:
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t. Amendment of the wordings of the (7) Articles 68 to 70 are added after the amended Article mem
Company's Articles of Association ufter 67: ol the above-mentionad matters, the Company

approval.in principle of the umendment o1 i B The.C , . 2

the Articles of Association by slreholders N om e wnli

in gencral meeting: means aad.channels as far as conditians noomit

alail in Article 29 ihe Company shall afier

Payment of interim dividends: - . - -

maauide g asiwark volige plaforn, o damngsiic oublishing the noiice of sich een=ral meeting publich
- 3. Matters concerning issuance uf new ~hares shaceholders to increase the particinatiog of gublic 4seconguolice of such peneral meeling withind days
and convertible debentures: shareholders at genacal maerings, following (e daie of recozg afihe shareholdars far

4. is a; r guarantee of fixed NP . o .
?s‘::js\il;l?::r:i;:v:d Ei:pcr:mon strategy aublicshacebolders the Compan . ifconditions (%) Original Anicle 75'is smended as: .
and investment plans: esmilorgvids o nerwork voling systam focdomestic Article 81 Convening of a shareholders' extraordinary

shareholdars 1o vore af geparalimeatines The general meeting or a class meeting which is demanded

5. . ‘Other issues which can be wuthorised or Companv shall provide s netwark votins platform for . by sharcholders Qribe S isory Commiltes shal)
entrusted to the Board ol directors in i i i follow the following procedures:
accord?nce with llle‘lla.ws‘ rfgulactlons and SelouciuAmicle 79, : (i) "Two or more shareholders jointly holding 10 per
the Articles of Association of the Company. fa perwork voting platform s pravided for domestic cent or more of the shares carrying voting rights

i i at the meeting 1o be convened grihe Suparyisory

LCommisiee shall sign one or more written

requisitions with the same content and of the

same format requesting the Board of directors to

convene an exxrfaordinury general meeting or a

class meeting and stating the matters to be

considered at the'meeting. The Board of directors
shall,.upon receipt of the written request, proceed

[

(xyii}to resolve any other mutiers thal are required by
laws, administrative regulutions and the Articles
of Association tu be determined by the
shareholders in generul meeting.

Original Articles 53 10 58 are re-numbered as
Articles 54 to 59 respectively.

(&) Criginal Ariicle 59 Is amended as: te convene an extraordinary general meeting or
Article 60 Notice of general meeting shall comply - & class n:leelmg 2s soon as possible. The
with the following requirements: . sharcholdings referred 1o above shallk be the

shareholdings as at the date of the deposit of the
(i) in writing; written requisition.
- (ii) specify the place, date and time of the meeling: T ; ety ' ) I:.lh: ?ﬂ&mﬁ(%ssy‘:s&:xu::;ﬁ
(iii) set our the matters to be considered at the nuoxyshall be il Cf"‘“i.d','a'i?,,". and sufficlay : . receipt of the written requisition, the shareholders g
meeting; informarioo shall be disclosed o he sharcholdar . + the Supervisqry, Comminizs making the request may
‘2ixine e Droxy, i . convene 2 meeting within four (4) months after the
(iv) provide sharcholders with such information anc Original Articles 67 to 74 are re-;x.ur;lbcred as Articles . date of receipt of the requisition by the Board of
explapation as necessary for them to make 71 to 78 respectively, . directors, The procedures for convening the meeting
informed decisions on matters to be considered, ! shall as far as possible be the same as the procedures
The principle includes (but not limited to) when (8) Articles 79 to 80 are added after the_amsnd:d Article of the Board of directars in convening general meetings.,
there are proposals en merger. repurchase of 78: . Any reasonable expenses incurred for a meeting ‘
shares, capital restructuring, or any other kind of ; 1e 79 '” . arwid ; i agicl convened by the shareholders T
restructuring, terms of the proposed transaction ccneint] . ¢ . . R -
musi be provided in detail together with copies Wmmmmmﬁnm e ) m?:;:ﬁz:i:; lL:Z :Ie]:l:::f;::siz:‘:
- of the proposed agreement, if any, with serious ; : X . X :

X . N N a B . t0.the aferesaidrwritien requisition shall be bome

explanation of the origin und cffcet of such . o ™~ blic sharehalders: T, . by-the Company,-and shall be deducted from the

proposal; @ N amount due by the' Company (o the director(s) in
default.

disclose the nature and degree of uny maleriu) afcdnxertible dehenturas, share placsment to

interest of any director. supervisor, manager and sxdsting sharsholdars (save for shares 1o he fully Original Articles 76 to 82 are re-numbered as Anicles
other senior management in mutters to be subseribed in cash by the pltimats controlline 82 to 88 respectively.
considered. In case thal the impuct ol the matts { { s . .
ered. In case ¢ impuct ul the matters sharcholder pyrsiant i undenaking mads orins (10) Original Article 83 is amended as:
(o be considered on such direcuur, supervisor, .lothe meetine): B B

manager and other senior management as " . Article 89 Variations or.abrogation of the rights
sharcholder is different from that on the other G macdalassetrestcuctuzing of the Compag conferred on a class of sharcholders shall be approved
holders of the same class of shares, the differenc mmmmmmmsm by. special resolution..passed at genersl meeting and
shall be explained: ar.moce of the pudited nol book yaluc of the L approved by holders of shares of that class at a class

Aligles 911005

(v

assais.acquiteds . . .. meeting convened in accordance with Ag
.(v') set vut the full text of any Sp“:f“ resolution Ui} reppyment of dabrs die to the Comoany by 4 © Original Article 84 {5're-numbered as Aricle 90,
proposed to be passed at the meeling: y . o Py P U
Www (11) Original Article 85 is amended as:
i) :::{‘:}:“l: Pmm‘]“:"“ W&‘“;’T 5“1““'-"“54’»” ‘h_“l‘ d‘ ) Coqoany . . . -Article 91 Sharcholders of the affested class, whether
older.entitled 10 alieng und vote is entitle ) proposed overseas Msting of 2 subsidiary of -or not otherwise entitled to vote at general meetings,
o appoint one or more proxies to atiend and vore ial siont . . . .
; shall be entitled to vote at class meetings in respect
on his behalf and that the proxy ieed not be .
@ — . . of matters.under paragraphs (2) 10 (8), (11) end (12)
shareholder; . .
: gublic shareholders in the course of the of &uiala 90, but interested sharcholder(s) shall not

n . for denosirine : C " be entitled to voie at such class mectings.
focms, R \ £ s . i _:‘ - i L _' “laterested shucholgé‘[r(s)"" mentioned in the preceding

. . . _paragraph means:
< Q b} e A
aolins vorins for domesiic shareholders he aaperalomearing the Company shall saf gyt the . 2{i):. in the.casc of arepurchase of shares from all the
Company shall cnacify in the notice of the . i ¢ . shareholders in proportion to their arising
i i : ina o alino I shareholdings.or by public purchases through
pLocedires and the matiers 1o he cansidersd the parcepiace ip the Comaany's sharee held b ale - the stock exchanges made in accordance with
. Whe oublic and the voring reeuls The Article 27, interested shareholder refers (o the
Original Articles 60 o 66 are re-numbered as Articles shaceholdinesand the votles casted by the 1on 10 controlling shareholder as defined under Articte
. 61 to 67 respectively. i z s isri 50;
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(13

(14)

s

(16)

(it) in the case of a repurchase of shures under an
ofi-market agreement made in accordinuee with
Article 27: interesied shareholder refers to the
shareholder refating to thut agreement:

(iii) in the case of u restructuring of the Conipuny,
interested sharcholder refers Lo w shurcholder
within a class who bears less than proportionate
liabilities impouscd on that cliss under the
proposed restrucluring vr who hus un interest in
the proposed restructuring different from the
interest of the shurcholders of thul cluss,

Criginul Article 86 is umended as:

Article 92 Resolution of a claxs meeting shull be
passed by votes casied by more thun twarthirds ur the
voting rights of shurcholders of thut vlasy who.
according (o Arlicle 91, are entitled 10 vote af such
class meeting.

Original Articles 87 to 99 are re-numbered as Asticles
93 to 105 respecitively.

Original Article 100 is amended as:

Article 106 The Board of directors muy consider and
approve resolution in written form instead of
convening a board meeting. Druft of resolution shali
be despatched to euch director by emait. mail,
telegraph, fax or in person. Such resolution wiil be
passed as a resolution of the Bourd of directors only
after it is signed and approved by two-third or nare
of the directors and delivered to the secretary 1o the
Board of directors by uny one of the aforesaid means,

For resolution required to be passed at an extraordinary
board meeting, if the content of the propuosed
resolution 1o be passed has been sent (o il the dirvetors
in writing (including by email. telegraph and fuv) und
the number of direciors who signed wnd upproved
such resolution meets the required aumber pronided
under Allicle OR. such resolution is deemed efleciively
passed and no meeting of the Board of directors is
required to be convened.

Originul Article 101 is re-numbcred us Article 107,
Article 108 is added after the umended Article 107:
Article 108 Pooceedings and

mactipes of the Boacd of dicectors

otioe procedies ab
soali ke ig
acoordance with the Rules of Pracadyreay (orthe fioard

Original Articles 102 1o 104 ure re-numbcred as
Articles 109 to 111 rexpectively.

Origina! Article 105 is umended as:

Axticle 112 Tha Comaoaay shatt anaoeint indeoiident
wal oumber of directors in the Board of divsciors
shallbe polessthugape-thicd Underno circumsiance
shal there bedoss than thres jpdeoendent non:
sxacutl rdm-rmr Lnd nendrm dizegiors sh hm iy

diceatar snder (he respeciive tistino rulec o The
Sh hai Stock Exchanee nod The Stock Exchapoe
af Hong Kope 1imitedy At least poe of the
indspepdant dircgiors should be s nrofes

iuaal

accguaiant with senior sitle or guatificarion as i
e N y
Auicle L3 is added after the amended Article t12:

apeation of the Company conduct active tovastianion

anoualrepor of all jod, dent dirscrars (o dha annyat

- 7 :
nedformaces of dutias,

Guangzhou Pharmaceutical Company, Limited
(@ joint stock compeny with limited linbility established ix: the People’s Republic of Chinu|

Notice of the 2004 Annual General Meeting

an

(18)

(H Share Stock Code: 0874)

The original Article 108 is amended as!

Article 116 Independent director has obligations of
good faith and due diligence tc the Company and all
shareholders, Independent director shall in accordance
with the relevant laws, regulations and the Articles of
Association perform his dutigs in,a serious manner,
safeguard the overall interests of the Company and, in
purticulars 1o ensure that the legat rights of the
minority shareholders are not harmed.

An independent director shall carry out his duties
independently withour being mﬂuenced by substantial
sharcholder, de facto shareholder or any entity or
individual having interested in the Company and its
suhsraniial sharebolders pede fazso sharsholder, and
shall ensure that he has sufﬁci_enil_timc and energy to
effectively carry out his dutie

In the event that an md:pcndcm ducc{or fails to comply
with the requirement of mdspend.ence or in situations
that an independent director fall§.o pcrform his duty in
the capacity of an ind&péndent dx:ec and results in the
inadequate number &f ﬁdcpendgm directors as stipulatea
under the Articles of Assoc1a;|pn. the Company shall
appoint the number of independznt directors as required.

The original Anticle 109 is re-numbered as Article 117,
and paragraph (vi) under this article is amended as:

Article 117 {vi) An independent director may resign
before expiration of his termigfzoffice, An independent
director shall submit-his resignation in writing to the
Board of directors, providing any details which are related
to his resignation or'are necessary'in his opinion to be
brought to the attention of the shareholders and creditors
of the Company. If the resigniation of the independent
director resuits in the percentage of independent directors
in the Board of directors or tha membars of the Board
QU dizectars Tabls helow the stanuony minimem.or the
requirement under the Articles of Ascociation, the
tesignution shall becoine effective only upen the
uppeintment of 4 replocement independent director. The
Board of direciors shall convene a general meeting within
two months to appoint independent directors. lnthe case
P il 1¢

(19) Original Article |10 is amended-as:

Original Articles 106 to 107 are re-numbercd as )

Articles 114 1o 115 respectively

Article 118 Power and duties of independent directors

(i) In order 10 exercise the function of an independent
director, save for the power vested by the company
law and other relevant laws, regulations and the
Articles of Association, independent directors of
the Company shall be vested with the following
special power and duties;

1. any materid] connected transaction (refer to
connected transactions entered into between
the Company and 'any connected parties,
the aggregate consideration of which is
mere than RMB3 million and more than
3% of the latcst audited net asset value of
the Company), shall first be approved by
independent directors before being
submitted to the Board of directors for
discussion, Before making a judgement,
indeperdent directors can “appoint
intermediaries to prepare iadependent
tinancial adviser’s report as the basis for
their judgement.

2. proposc to the Board of directors for the
appointment or removal of auditors;

3 prop'osu to the Board of directors for
convening an extracrdinary general meeting;

4, 'proposc to'convens Board meetings:

5. appoint an independent external auditing
firm or consultant firm;

(20

6. solicit proxies from shareholders before
aroposing 1o the Board of diccciars for
convenine exiraordinary separal meeting
or board meeting or before convening
general meeting.

(i) Independent director shall obtain the consent of

‘at least half of all independent directors 10

exercises the ubove power,

(iii) Should the above proposal not be udopted ot the
above power nol be exercised normally, the
“'Company shall disclose the above matters.
anind l direcior may asooint jad il

exiernal anditine firm gr consiltant firm 1o

afanvpagicular avenis and the relevant expense.
incumed shall be horne by the Company;
L) Save !'.n:lh‘ ¢ power of directors and sperial power
c - ~
e 1 Py ; . y
PR i fadi
Original Article 111 is re-numbered as Article |19 and sub-
paragraph 6 be added under paragraph (i) of this anicle:
Article 119 {3 & Nil cash disizibution prapasal
ecommended hy the Boacd of dizegiors:
Accordingly, original paragraphs 6 and 7 be re-
numbered as paragraphs 7 and 8 respectively,

{21) Original Article 112 is re-numbered as Article 120

and paragraph (i) under this article be amended as:

Article 120 (i) The Company shall ensure that independent
directors have the same right to information as other directors,
shall proide independenr direciors with celevant maiedials
information of it gperatioe op 2 imely basls, On-site visits
may also be aranged when necessary. The Company shall
within starutory time inform independent directors in advance
of marters to be considered by the Board of directors and
provide them with enough information. Shouid an
independent director regards ihe infermation provided not
sufficient, he ‘may réquest supplementary information,
Whenever two or more independent directors are of the
opinicn that the information provided is insufficient or the
:vidén_cz is not explicit, they can jointly in writing request
the Board of directors to postpone the convening of the
board meeting or postpone consideration of that matter, and
the Board of directors shall accept accordingly. Information
provided to independent directors by the Company shall be
kepi for at least § years by the Company and each independent
director.

Original Artictes 113 1o 145 are re-numbered as

‘Articles 120 to 153 respectively.
© (22) Qriginal Article 146 is re-numbered as Anticle {54

and paragraph (3) be added under the article:
Article 154 (iii} Considerine and approvipe
areccdures for external guazanies:

@O Theo ) . . (

the guarantes to be considersd by ceneral
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Notice of the 2004 Annual General Meeting
! (23) Original Article 147 is amended as: 3. ATTENDEES OF THE AGM As gt the date of this notice, the Board comprises executive directors
. . Mr. Yang Rongming, Mr. Zhou Yuejin and Mr. Feng Zansheng, and
Article 155 In the case hat the Compuny provides (1} Domestic and for_elgn sharcholders whose names independent non-cxecutive directors Mr. Wu Zhang, Mr. Wong Hin
" loans in violation of Afligle 154, the party receiving appear on the Regl;ler.of Members of the Company Wing and Mr. Zhang Heyong.
the loans shall repay the same immediately imrespective ut the close of trading in the afternoon on Mondey |,
of the terms of the loans. 30 May 2005 (including those foreign sharcholders Attachment:
who have already successfully submitted verified i .
(24) Original Article 148 is amended as: documents of sharcholding transfer applications on or © The information in relation to the director candidate as required
before 30 May 2005) are entitled io attcud the AGM, under Rule 13.74 and the note to Rule 13.51(2) of the Rules Governing
Article 156 In the case that the CO"‘PMY PTOWdC‘ The Register of Members of the Company will'be  the Listing of Securities on The Stock Exchange of Hong Kong
I:Encs:ln violation of iz : . closed from Tuesday, 31 May 2005 to Wednesday, 29 Limited (the “Stock Exchange") is set out below:
the Company Is nol obliged to execute, unless: June 2005 (both days inclusive) during which period-.
no lransfer(of H sh{;res will be)effccjd' P 1. Profiles of the director candidate
{i) the loan is provided to the respeclive associates o . o .
of directors, supervisors. general managers and (2) Each sharcholder can appoint one or.more persons as M. ch.Bm, aged 47, a master degree holder in science. is an
other senior management of the Company or its his/her proxy to attend and vote at the AGM on his/ economist. He has been the General Manager of the Company
controlling company und :he persun providing her behalf, since November 2004. Since he began his career in August
the loans is not aware of the connections; of ' . . i 1974, Mr. Xic had served as factory manager of Guangzhou
(3) The directors, supervisors and senior management of Baiyunshan Chinese Medicine Factory, the factory manager of
(ii) that the collateral provided by the Company have the Company. Guanzhou Baiyunshan Pharmaceutical Factory, the deputy
been legally sold to bona fide purchaser by the 4 REGISTRATION FOR THE AGM: general manager and the general manager of Guanzhou
party granting such loan. ! ' Baiyunshan Pharmaceutical Company Limited, Mr. Xic was
. o . (1) Registratipn procedures: to auttend the AGM, an also the Vice Chairman of Guanzhou Wang L2o 3i Pharmaceutical
Original Articles 149 (o 206 ure re-numbered as individual sharcholder should bring .along hisfher Company Limited, the manager of Guanzhou Chiness Medicine
Af‘»‘“'“ 157 10 214, identity card, shareholder account card; a proxy should Corporation and a director of Guanzhou Baiyunshaa
(25) Article 215 is added after the amended Article 214: bring along [).le po.wer of attorney, §|s{her identjty Phan;mceu}xcal Company Limited. Mr. Xie h.as extensive
. card and the identity card of the principal and the experience in corporate management and marketing,
shareholder account card of the principal. A legal : . .
Mo atines The Rules of Procedires for the Boaed of person sharcholder shell bring along a copy of the Apart from being direstor of Guanzhou Baiyunshan
Difeciors 2ng the Rulcs ol Proceduses for ibe business liccase, the power of attorney issued by the P}?armaccuu:al Compan‘y Limited for the past three sears, Mr.
Suncryisory Commince shall be formiulated (o tegal entily, shareholder account card and the identity Xie hus‘ not been appointed as director of any other listed
accardance with hose Azticles of Accociaion The cord of the atiendse. Overseas sharcholders can make companies.
afocesald mles sl he made 23 dppendices 1o thes registration by mail. telephone or fax; 2. Other information:
Andolesof Associaiian and beeome sffeczive upog 2) Registration time and place of registration:
apncoval by eancral mpestines of the Compoany @ 8 P & According to-the emoluments policy of the Group, annual
o ] . Registration date Thursday, $ June 2005 8:20 a.m. - emoluments of directors and supervisors of the Company are
(26) Original Article 207 is amended as: and time: 11:30 2.m. and 2:00 p.m. proposed by the Board to the annual general meeting of the .
« 4:30 p.m, i : "
Article 216 In the Articles of Association. the p.m Company, seeking an authorization to the Board to determine
- followin ressions ha he followi o Place of Secretariat 0 the Board the amount of the emoluments and the method of payment for
8 cxp! ve the ng meunings registration: PR services of the Company’s directors and supervisors. If elected,
“Articles of the existing Articles of 8 : emoluments of Mr. Xie will be entitled 1o their basic salaries
Cariont sociull v 2nd’ Flocr, 45 Sha Mian North determined in accordance with their respective menagement
Association Associution of the Company
in force Street, Guangzhou City, positicns and the incentive bonus which is computed with
Guangdeng Province, the People's reference to the targeted operating results of the Company (for
“Buourd of the bourd of directors of the Republic of PRC details of the incentive scheme, please refer o the Notice of the
P
directors™ Company s OTHERS . First Extraordinary General Meeting of the Company in 2002
which was published both in the PRC and Hong Kong on 28
~Suparyisory the Suoervixory Cojamijtes of the (1) Address 2nd Floor, No, 45 Sha Mian North ‘March 2002).
. - S ' N .
~Lommivee Company treet, Guangzhou City, Guangdon, . . .
) Province (hf PRC ¥ £dong If elected, Mr. Xic shall serve, from the date of their appointment
"PRC the People’s Republic of China; * to the date when meémbers of the fourth session of the Board are
“leamiabi oF the lewtal  the PRC Postal code 510130 elected.
Lenminbi a awlul currency of the
RMB" Contact He Shuhua Save as disclosed above, Mr. Xie does not have any relationship
ith any other directors, supervisors, senior management
“Chop" ; Tel © 8620-8121 119 with eny - Sup ' 8
Chop common chop used and the F £6 20-8121 6 members ur substantial or controlling sharcholders of the
formal chop (if any) kept by the ax 20- 408 Company.
Campaay er either one of the two (2} Address of Shunghai Securities Central Clearing and
as the case iay be, Registration Corpotation: 36/F., China Insurange As at the daze of this noticz, the interests of Mr. Xie in the shares. .
e . ! . . N Building, No. 166 Lujiazui Road East, Pudong New or debentures of the Company or any of its associated
Business day in:":‘hd: b:;;n;“( h:):; ‘E“::\bj":? District, Sharghai, the People's Republic of China” .7~ gcrporaxinus which shall be notified 10 the Company and the
.Stock. Exchange. pursusnt to Section 341 of the SFO or the
< Saturday) Address of Hong Kong Registrars Limited: 46th Floor Model Code ffr Securities Transactions by Directors of Listed
Ou.ginal Article 208 is re-numbered as Article 217, :OPCW}EU Centre, 183 Queen's Road East, Waachai,’ “+1ssuers, or:any other interests which shali be recorded in the
ong Kong register of.name as required to be kept by the Company [n
2. The proposed amendment of the Rules of Procedures (3) The duration of the AGM is expected to last for half sccordance with Section 352 of the SFO is set out below:
for Sharcholders' Meetings of the Compuny (Please a day. Shareholders attending the meeting shall be : Type of ‘ . Number
r:Fcr IO‘lhc website of Shanghai Stock Exchange for responsible for their own traveling and accommodation Name interests Company of shares
details); expenses. . Lo
3. The proposed amendment of the Rules of Procedures 6  Documents available for inspection 'XACLBm ¢ Personal A shares of the Company 1,000
for the Board of Directors of . . .

; lc hoar : i u:ch:rvs o:"('h; C‘o,:ng.mz‘ (Please (11 Resolutions and announcement of the I'lth meeting of Savensdxsclosed ebove, Mr. Xie does not have any other interests
refer O(l e website o unghai Stock Exchange tor the Ird session of the board of directors in the shares or debentures of the" Company or apy of its
details); associated corporeuons, which shall be potified to the Company

4. The proposed amendment of the Rules of Frocedures Guangzhou Pharmaceutical Compuny and the SI?Ck"EXChMEC pursuant to Section 331 of the SFO or
. ) ; the Model.Code for Securities Transactions by Directors of
for the Supervisory Committee of the Company Limited isted Compani . P
(Please refer 1o the website of Shanghai Stock The Board of Directors Listed Companies. Nor did he have any other interests which
Exchange for details) : shall be recorded in the register of name as required to be kept
B . Guangzhou, the PRC, |2 May 2005 ‘by the Company in accordance with Section 352 of the SFO;
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1. IMPORTANT NQOTICE

1.1 The Board of Directors and all the Directors of Guangzhou Pharmaceutical Company Limited (“GPC” or
the “Company”) collectively and individually accept full responsibility for the authenticity, accuracy and
completeness of the information contained in this interim report and confirm that there are no false
information, misleading statemernts or material omissions in this interim report.

1.2 Mr. Cai Zhixiang (Chairman of the Board), Mr. Zhou Yuejin (General Manager), Mr. Gao Fang (Financial
Controller) and Mr. Chen Binghua (Senior Finance Manager) individually accepts responsibility for ensuring
the authenticity and completeness of the financial reports contained in this interim report.

1.3 The financial reports of the Company contained in this interim report for the six months ended 30th June
2004 (the “reporting period”) are unaudited.

1.4 This interim report is prepared in both Chinese and English. In the event of different interpretations, with
the exception of the condensed accounts prepared in accordance with Statement of Standard Accounting
Practice 25 “Interim Financial Reporting” issued by the Hong Kong Society of Accountants (“HK SSAP
25”), the Chinese version shall prevail.

Guangzhou Pharmaceutical Company Limited




2.2 PRINCIPAL FINANCIAL DATA AND INDICATORS

2004 Interim Report

2.2.1 Financial data and indicators prepared in accordance with Accounting Standards and Systems of the People’s

Republic of China (the “PRC Accounting Standards and Systems™)

Items

Current assets

Current liabilities

Total assets

Shareholders’ equity
(excluding minority interests)

Net assets per share

Adjusted net assets per share

Items

Net profit
Net profit after deducting of
extraordinary items

Earnings per share (fully diluted)
Earnings per share (weighted average)
Return on net assets (fully diluted)
Return on net assets (weighted average)
Net cash flows from operating activities

Notes.

As at

30th June 2004
(Unaudited)
RMB

3,334,006,397.76
2,101,334,086.83
4,887,994,454.22

2,413,697,962.22
2.98
2.89

For the six
months ended
30th June 2004
(Unaudited)
RMB

31,808,644.71

34,599,221.46
0.0392

0.0392

1.32%

1.30%
124,590,212.58

As at

31st December 2003

(Audited)
RMB

3,223,046,083.99
1,948,138,687.47
4,707,039,445.98

2,429.,476,382.41
3.00
2.92

For the six
months ended
30th June 2003
(Unaudited)
RMB

93,613,387.19

89.241,692.35
0.1154
0.1154
3.93%
3.93%
17.840,032.66

Changes
(%)

3.44
7.86
3.84

(0.65)
(0.65)
(1.03)

Changes
(%)

{(66.02)

(65.14)
(66.02)
(66.02)
(66.41)
(66.92)
598.37

(D The above financial data and indicators are computed based on the consolidated financial statements.

(2) Extraordinary items include:

Items

Loss on disposal of investments and fixed assets
Loss on disposal of short-term investments

Non-operating income

Non-operating expenses excluding provision of assets

Reversal of provision
Income tax effect
Total

Guangzhou Pharmaceutical Company Limited

Amount
RMB

2,417.886.51
24,584.45
4,266,871.32
4,211,670.38
9,046.84
(412,353.57)
2,790,576.75
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3. CHANGE IN SHARE CAPITAL AND SHAREHOLDINGS OF MAJOR
SHAREHOLDERS

3.1 CHANGE IN SHARE CAPITAL
During the reporting period, there was no change in the capital structure of the Company.
3.2 SHAREHOLDINGS OF MAJOR SHAREHOLDERS
3.2.1 As at 30th June 2004, there were 49,746 shareholders in total, including one shareholder holding the State-
owned promoters’ shares for the State, 49,703 shareholders holding the RMB denominated domestic shares
(A shares) and 42 shareholders holding the foreign capital listed shares (H shares).

3.2.2 Asat 30th June 2004, the top ten shareholders of the Company are set out as follows:

Changes in no. of

shares held during No. of % of the
the reporting period shares held  Type of issued Nature of

Shareholders (Share) (Share) shares share capital shares
Guangzhou Pharmaceutical

Holdings Limited

{(“GPHL™) (Note 1) — 513,000,000  Unlisted  Approximately 63.26  State-owned shares
HKSCC Nominees

Limited (Note 2) +32,000 218,202,999 Listed  Approximately 26.91 H shares
HSBC Nominees

{Hong Kong) Limited — 862,000 Listed Approximately 0.11 H shares
Wong Chung King — 308,000 Listed Approximately 0.04 H shares
Deng Dakai — 305,746 Listed Approximately 0.04 A shares
Xu Weiping Unknown 220,000 Listed Approximately 0.03 A shares
Xing He Securities Investment Fund -86,061 216,354 Listed Approximately 0.03 A shares
Chen Yuliang +4.800 171,357 Listed Approximately 0.02 A shares
Xing Guisong Unknown 142,720 Listed Approximately 0.02 A shares
Zhang La — 123,000 Listed Approximately 0.02 A shares
Notes:

1) During the reporting period, GPHL, the controlling shareholder of the Company, disposed of part of
its interests in the Company’s State-owned shares for the purpose of financing the debt restructuring
of Guangzhou Baiyunshan Pharmaceutical Co., Ltd.. The total number of the State-owned shares
involved is 152,600,000 shares, including a proposed disposal of 12,480,000 shares to Guangzhou
Baiyunshan Pharmaceutical Co., Ltd and 22,000,000 shares to Guangzhou office of China Greatwall
Asset Management Corporation. The relevant procedures for the proposed disposals are currently in
progress. During the reporting period, 15,160,000 shares of the Company held by GPHL which were
previously pledged had been released while 102,960,000 shares of the Company held by GPHL are
still pledged.

2) As notified by HKSCC Nominees Limited, the H shares under its name were held on behalf of its
several clients.

3 GPHL is not connected with the other nine shareholders listed above and, accordingly, they are not
persons acting in concert as stipulated in the “Rules Governing the Disclosure of Change in
Shareholders’ Shareholding in Listed Companies”. The Company is not aware of any connection
among the nine shareholders, or whether they are persons acting in concert as stipulated in the “Rules
Governing the Disclosure of Change in Shareholders’ Shareholding in Listed Companies™.

Guangzhou Pharmaceutical Company Limited
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4. DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND STAFF

4.1 DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S INTEREST IN SHARES

4.1.1  As at 30th June 2004, the Directors’, Supervisors’ and Senior Management’s interest in the Company’s
issued A shares are as follows:

Shares held

Shares held as as at 30th Reason

at 1st January June 2004 for
Name Position 2004 (share) (share) change
Mr. Cai Zhixiang Director 14,700 14,700 —
Mr. Zhou Yuejin Director 28.900 28,900 —
Mr. Feng Zansheng Director — — —
Mr. Wong Hin Wing Independent Director — — —
Mr. Wu Zhang Independent Director — — —
Mr. Zhang Heyong Independent Director — = —
Mr. Chen Canying Chairman of the Supervisory Committee 9,800 9,800 —
Mr. Ouyang Qiang Supervisor 10,100 10,100 —
Mr. Zhong Yugan Supervisor — — —
Mr. He Shuhua Deputy General Manager and Company Secretary 27,700 27,700 —
Mr. Gao Fang Financial Controller — — —

Note: According to the long-term incentive scheme approved at the Company’s first Extraordinary General
Meeting of 2002, Senior Management of the Company is entitled to an incentive bonus, provided that
the targeted operating profit of the relevant year is achieved. Part of the bonus has been used to
subscribe for the Company’s RMB domestic shares (A shares) and has been reported to the Shanghai
Stock Exchange (“SSE”) in accordance with relevant rules and regulations.

4.1.2 Directors, Supervisors and Senior Management’s interests and short positions in the shares and underlying
shares of the Company or any associated corporations.

(1) As at 30th June 2004, the interests or short positions of the Directors, Supervisors and Senior
Management in the shares and underlying shares of the Company or any of associated corporations
(within the meaning of Part XV of the SFO), which were notified to the Company and HKEx pursuant
to Subsections 7 and 8 of Part XV of the SFO (including interests or short positions which they are
taken or deemed to have under such provisions of the SFO), or which were required, pursuant to
Clause 352 of the SFO, to be recorded in the register referred therein, or which were required pursuant
{(“Model Code”) of the Rules Governing the Listing of Securities on HKEx (the “Listing Rules™) to
the Model Code for Securities Transactions by Directors of Listed Issuers to be notified to the Company
and HKEx were as follows:

Directors:
Type of Number of
Name interest Company shares
Mr. Cai Zhixiang Personal A shares of the Company 14,700
Family Guangzhou Xing Qun Pharmaceutical Co., Ltd. 1,900
Family Guangzhou Pan Gao Shou Pharmaceutical Co., Ltd. 1,670
Family Guangzhou Wang Lao Ji Pharmaceutical Co., Ltd.
(“Guangzhou Wang Lao Ji”) 1,960
Family Guangzhou Jing Xiu Tang Pharmaceutical Co., Ltd 2,240
Family Guangzhou Guang Hua Pharmaceutical Co., Lid. 1,670
Family Guangzhou Tian Xin Pharmaceutical Co., Ltd. 1,670
Trust* Po Lian Development Company Limited (“Po Lian”) 200,000
Mr. Zhou Yuejin Personal A shares of the Company 28,900
Trust * Po Lian 200,000

Guangzhou Pharmaceutical Company Limited




5.1

ANALYSIS OF OPERATING RESULTS OF THE GROUP FOR THE REPORTING PERIOD

According to PRC Accounting Standards and Systems, the Group’s turnover for the six months ended 30th June
2004 was approximately RMB3,990,694,000, representing an increase of 11.55% over that of the same period of
2003. Profit before taxation was approximately RMB91,053,000, representing a decrease of 44.07% over that of the
same period of 2003. Net profit was approximately RMB31,809,000, representing a decrease of 66.02% over that of
the same period of 2003.

According to HK GAAP, the Group’s turnover for the six months ended 30th June 2004 was approximately
RMB3,990,729.000, representing an increase of 11.55% over that of the same period of 2003. Profit before taxation
was RMB§8,570,000, representing a decrease of 45.24% over that of the same period of 2003. Profit attributable to
shareholders was approximately RMB34,076,000, representing a decrease of 62.60% over that of the same period
of 2003.

An analysis of the Group’s turnover and gross profit from CPM manufacturing operations (the “Manufacturing
Operations™) and trading operations (the “Trading Operations”) for the first six months of 2004 is set out as follows:

By segment Turnover Cost of sales Gross profit
Under PRC Under PRC Under PRC
Accounting Accounting Accounting
Standards Under Standards Under Standards Under
and Systems HK GAAP  and Systems HK GAAP  and Systems HK GAAP
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
Manufacturing 982,389 082,424 457,111 457,305 525,278 525,119
Trading 3,008,305 3,008,305 2,815,155 2,815,155 193,150 193,150
Including:
Wholesale 2,788,061 2,788,061 2,627,346 2,627,346 160,715 160,715
Retail 123,158 123,158 96,586 96,586 26,572 26,572
Import and export 97,086 97,086 91,223 91,223 5.863 5,863
Total 3,990,694 3,990,729 3,272,266 3,272,460 718,428 718,269
Geographical analyses of sales from manufacturing and trading operations are set out as follows:
Manufacturing Trading Total
% to total % to total % to total
turnover of turnover of
Area Turnover  manufacturing Turnover trading Turnover turnover
RMB000 RMB'000 RMB000
Southern China 571,948 58.22 2,511,182 83.48 3,083,130 71.26
Eastern China 135,702 13.81 150,981 5.02 286,683 7.18
Northern China 94,220 9.59 70,709 235 164,929 4.13
North-Eastern China 67,271 6.85 68,233 227 135,500 3.40
South-Western China 60,488 6.16 107.686 3.58 168,174 421
North-Western China 38,359 3.90 54,248 1.80 92,607 132
Export 14,395 1.47 45,267 1.50 59,662 1.50
Total 932,389 100.00 3,008,303 100.00 3,990.694 100.00

Guangzhou Pharmaceutical Company Limited
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5.1.2 Pharmaceutical products trading operations (including wholesale, retail, import and export)

The implementation of Good Supply Practice (“GSP”) in relation to quality of trading management, the
changes in the national pricing policy on pharmaceutical products and fierce competition in the domestic
pharmaceutical market resulting from the market entry of large number of pharmacies offering lower selling
price have brought about direct impact on the domestic pharmaceutical industry. The above factors have also
caused certain impact on the Group’s Trading Operations.

During the reporting period, the Trading Operations made efforts as follows: Firstly, the continued active
development of agency, distribution and wholesale business for popular, new and specially good effect
medicines. Meanwhile, the development of markets outside Guangdong Province through the advantage of
agency distribution network of various brandnamed products. Secondly, the active improvement in the tender
for hospital projects, with a view to increasing sales of the Group's products to hospitals. Thirdly, the adoption
to changes in the pharmaceutical retail network in response to market changes and taking advantage of
brandnamed “Jian Min” and “Cai Zhi Lin” to develop flagship shops and community center shops to compete
with the pharmacies offering lower selling price.

The implementation of the above measures have attained favorable results. Turnover of the Trading Operations
has maintained steady growth. Turnover of the Trading Operations prepared under PRC Accounting Standards
and Systems for the first half of 2004 was approximately RMB3,008,305,000, representing 15.40% increase
over that of the same period of 2003. Turnover of the Trading Operations prepared under HK GAAP for the
first half of 2004 was approximately RMB3,008,305,000, representing 15.40% increase over that of the
same period of 2003.

Loss before taxation of the Trading Operations prepared under PRC Accounting Standards and Systems
amounted to approximately RMB 11,130,000, representing a significant decrease of 127.32% over that of the
same period of 2003. Loss before taxation of the Trading Operations prepared under HK GAAP was
RMB10,789,000, representing a significant decrease of 127.08% over that of the same period of 2003. Main
reasons for the significant decrease in operating results are:

1) As affected by the market entry of large number of pharmacies offering lower selling price and national
pricing policy on pharmaceutical products, the Group’s gross margin ratio continued to drop to 6.42%,
representing a decrease of 1.61% over that of the same period of 2003.

2) During the reporting period, Guangzhou Chinese Medicine Corporation, a subsidiary of the Company,
has made a provision for inventories amounting to approximately RMB24,494,000 and redundancy
payments to laid-off workers as compensation amounting to approximately RMB7,921,000. The above
factors have significant impact on the overall operating results of the Group during the reporting
period.

As at 30th June 2004, the Group has 215 chain pharmacies, including 121 “Cai Zhi Lin” which specializes in
traditional Chinese medicine (“TCM”) chain pharmacies and 94 “Jian Min” which specializes in western
medicine chain pharmacies.

During the reporting period, “Huang Jin Wei”, a modernised pharmaceutical logistics centre invested by the
Company, has been put into use. It is the largest pharmaceutical logistics centre in Southern China in terms
of area with the highest handling capacity, indicating that the distribution capability of the Group has been
further improved.

GSP certification of the trading subsidiaries of the Company had been completed as planned. At present, the
Company is in the process of implementating the ERP system in the Trading Operations.

5.2 DURING THE REPORTING PERIOD, THE GROUP DID NOT CARRY OUT ANY OTHER
BUSINESS OPERATION WHICH HAS SIGNIFICANT IMPACT ON THE GROUP’S NET PROFIT.

53 DURING THE REPORTING PERIOD, THE GROUP HAS NO INVESTMENT WHICH DERIVED
INVESTMENT INCOME EQUAL TO 16% OR MORE OF THE GROUP’S NET PROFIT.

Guangzhou Pharmaceutical Company Limited
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5.4.2 Other investments
During the reporting period, other investments are as follows:

n As approved at the meeting of the Investment Management Committee of the Company held on 12th
January 2004, the Company injected RMB 90,000 to Guangzhou Jin Shen Pharmaceutical Co., Ltd.
(“GZ Jin Shen”). After that, the Company has invested a total of RMB 765,000 in GZ Jin Shen,
representing 38% of the equity interest.

2) As approved at the meeting of the Investment Management Committee of the Company held on 18th
February 2004, the Company injected an investment of RMB21,717,000 in cash into Guangxi Ying
Kang Pharmaceutical Co., Ltd, representing 51% of total equity interest thereof.

(3) As approved at the meeting of the Investment Management Committee of the Company held on 18th
May 2004, Guangzhou Pharmaceutical Corporation, a subsidiary of the Company, has invested RMB
250,000 to Guangzhou Lian Jie Computer Technology Co., Ltd., representing 50% of the equity
interest thereof.

(4) As approved at the meeting of the Investment Management Committee of the Company held on 21st

June 2004, the Company has additionally injected RMB1,200,000 to the associated company, Jihua
Medical Appliance Company Limited, on a pro rota basis based on the 24% of the equity interest.

55 FINANCIAL CONDITIONS (PREPARED IN ACCORDANCE WITH PRC ACCOUNTING
STANDARDS AND SYSTEMS)

5.5.1 Change of major accounting items:

For the six For the six
months ended months ended Changes
30th June 2004 30th June 2003 Amount
RMB RMB RMB (%)
Revenues from main operations 3,990,694,132.12  3,577,432,478.96 413,261,653.16 11.55
Profit from main operations 704,733,704.92 704,017,563.16 716,141.76 0.10
Financial expenses 17,684,980.77 9,745,954.57 7,939,026.20 81.46
Income tax 52,938,643.69 60,757,080.64 (7,818,436.95) (12.87)
Net profit 31,808,644.71 93,613,387.19 (61,304,742.48) (66.02)
Net increase in cash and
cash equivalents 44,574,144.24 (127,760,262.46) 172,334,406.70 134.89
As at 30th Asat 31st Changes
June 2004 December 2003 Amount
RMB RMB RMB (%)
Total assets 4,887,994,454.22  4,707,039,445.98 180,955,008.24 3.84
Accounts receivable 1,152,103,215.38 878,361,678.85 273,741,536.53 31.17
Other receivables 180,942,926.43 130,980,738.37 49,962,188.06 38.14
[nventories 846,378,572.62  1,067,439,529.10 (221,060,956.48) (20.71)
Long-term investments 78,184,066.12 74,867,192.97 3,316,873.15 4.43
Net fixed assets 1,108,119,724.86 981,069,314.32 127,050,410.54 12.95
Accrued expenses 7,396,467.46 4,456,292.55 2,940,174.91 65.98
Other payables 243,663,221.19 199.619,096.28 44,044,124 91 22.06
Taxes payable 28,524,842.79 21,605,390.47 6,919,452.32 32.03
Long-term loans 127,180,000.00 107,180,000.00 20,000,000.00 18.66
Share capital $10,900,000.00 210,900,000.00 — —
Shareholders’ equity 2,413,697,962.22  2,429.476,382.41 (15,778,420.19) (0.65)

Guangzhou Pharmaceutical Company Limited
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5.6

6.2

THE ISSUES AND DIFFICULTIES ENCOUNTERED IN OPERATIONS AND OPERATION PLANS
FOR THE SECOND HALF OF 2004

The following factors had certain impact on the Group operations, including (i) the implementation of the national
regulations on pharmaceutical products, which led to the reduction in the price of certain pharmaceutical products;
(i) production cost of the Manufacturing Operations increased as a result of the implementation of GMP renovation;
(ii1) significant number of pharmacies offering lower selling price led to the increasingly fierce competition in the
domestic pharmaceutical market.

Due to severe competition in the domestic pharmaceutical market, the operating result of Guangzhou Chinese
Medicine Corporation, a subsidiary of the Company, decreased significantly and it made provision for part of
inventory. The factors resulted in net profit of the Group decreasing 66.02% comparing with the amount in the same
period of 2003 and are forecasted to have significant impact on the operating results of the Group in the next
reporting period.

The Company took certain actions in view of the severe market conditions and problems encountered in operations.
The measures include strengthening the marketing and promotion of certain key products, accelerating the process
of the technology upgrade and seeking opportunities for co-operations with other pharmaceutical enterprises. At the
same time, the Company set up a working group to implement reformation of Guangzhou Chinese Medicine
Corporation. The above implementations have achieved certain positive effects.

In the second half of 2004, the Company will actively react to the problems and difficulties in order to reverse the
adverse conditions in the first half year through the following:

1. To further strengthen the marketing and promotion of certain key products and certain products with high
market potential, seeking to increase the Group’s turnover and profit to a higher level,

2. To strengthen the financial budgeting management, management of accounts receivable and inventories,
seeking to reduce the operation costs and risks;

3. To accelerate the reformation of Guangzhou Chinese Medicine Corporation, optimize internal resources,
strengthen the core business operations, exploit Chinese medicine or CPM wholesale market and seek more
distribution rights and develop hospital sales channels, retail and wholesale market outside Guangdong; and

4. To continue seeking opportunities for co-operation with quality overseas and domestic pharmaceutical
enterprises.

MAJOR EVENTS
CORPORATE GOVERNANCE

During the reporting period, the Company has amended the Company’s Articles of Association, the Rules of
Shareholders’ Meetings and the Rules of Board Meetings, in accordance with the Notice of CSRC[2003]No.56
“Notice Concerning the Regulation on the Flow of Funds Between Listed Companies and Their Related Parties and
the Provision of Guarantees by Listed Companies to External Parties” issued by the Chinese Securities Regulatory
Commission (“CSRC”). Accordingly, there is now no difference between internal documents of the Company with
the notice.

EXECUTION OF 2003 PROFIT DISTRIBUTION SCHEME AND INCREASE IN SHARE CAPITAL
FROM CAPITAL RESERVE OR ISSUE CF NEW SHARES OF THE COMPANY IN THE FIRST
HALF OF THE YEAR

(a) Pursuant to the resolutions passed at the 2003 Annual General Meeting (“AGM”) which was held on 11th
June 2004, the approved 2003 final dividend was RMBO0.06 per share (including withholding tax for A
shares), based on the total 810,900,000 shares as at 31st December 2003.

(b) On 25th June 2004, the approved 2003 final dividend of RMBO0.06 per share for the year 2003 was paid to the
Company’s H shares’ shareholders whose name appeared on the register of the Company at the book close
on 11th May 2004.

(c) According to the announcement for 2003 final dividend disclosed in Shanghai Securities on 21st June 2004,
the registration date for A shares shareholders for the final dividend was 24th June 2004, the closing date
was 25th June 2004 and the dividend payment date was due on 6th July 2004.

(d) During the reporting period, the Company did not propose any increase in share capital.

Guangzhou Pharmaceutical Company Limited
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6.12

6.13

6.14

6.15
6.16

6.17

6.18
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GEARING RATIO

Up to 30th June 2004, the Group’s gearing ratio (total liabilities/total assets x 100% ) was 46.68% (31st December
2003: 44.84%). There have been no material adverse changes in the gearing ratio of the Group compared with that
of 2003.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

Throughout the reporting period, the directors of the Company were not aware of any information that would
reasonably indicate that the Company was not in compliance with the Code of Best Practice as set out in Appendix
14 to the Listing Rules of HKEXx.

STANDARD CODE OF THE COMPANY’S DIRECTORS’ AND SUPERVISORS’ SECURITIES
TRANSACTIONS

During the reporting period, the Company had adopted a set of code of conduct which is not below the standards of
the Model Code. After specific inquiring to all Directors, all the Company’s Directors complied with Directors’
securities transaction standard which was prescribed in the Model Code, and no exceptional case was noted.

THE AUDIT COMMITTEE OF THE BOARD IS CONSTITUTED BY THREE INDEPENDENT NON-
EXECUTIVE DIRECTORS, ONE OF WHOM IS A QUALIFIED ACCOUNTANT. THE AUDIT
COMMITTEE HAS REVIEWED THE ACCOUNTING POLICIES, ACCOUNTING REGULATIONS
AND METHODS ADOPTED BY THE GROUP, AND DISCUSSED WITH MANAGEMENT ABOUT
THE AUDIT, INTERNAL CONTROLS AND FINANCIAL REPORTING. THE AUDIT COMMITTEE
HAS ALSO REVIEWED THE UNAUDITED INTERIM FINANCIAL REPORTS FOR THE SIX
MONTHS ENDED 30TH JUNE 2004.

THE FINANCIAL REPORTS CONTAINED IN THIS INTERIM REPORT ARE UNAUDITED.

DURING THE REPORTING PERIOD, NO PUNISHMENT WAS IMPOSED ON THE COMPANY,
THE BOARD OR ANY OF ITS DIRECTORS BY THE CSRC AND OTHER SUPERVISORY BODIES.

SAVE AS THOSE DISCLOSED ABOVE, THE GROUP DID NOT HAVE ANY OTHER SIGNIFICANT
EVENTS DURING THE REPORTING PERIOD.

INDEX TO THE IMPORTANT DISCLOSED INFORMATION:

. Website and
Disclosed information Newspaper and the order Date address

The resolutions passed at the 27th meeting of the Page 16 on Shanghai Securities 9th February 2004 WWW.sse.conm.ci
second session of the board of directors, A43 on Hong Kong Economic Times www.hkex.com.hk
Announcement of resolutions passed at the Page B-12 ~ B-17 on The Standard
sixteenth meeting of the second session of
the supervisory committee, Connected
transactions concerning the acquisition of interest in a
subsidiary and lease of properties, Announcement of
non-competition agreement and Notice of the first
extraordinary general meeting of Guangzhou
Pharmaceutical Company Limited in 2004

Summary of annual report for 2003, Page 11~12 on Shanghai Securities 29th March 2004 www.sse.com.cn
Announcement of resolutions passed A52 - 55 on Hong Kong Economic Times www.hkex.com.hk
at the 29th meeting of the second session of the N-14 ~ N-23 on The Standard
Board of Directors, Announcement of resolutions
passed at the seventeenth meeting of the
second session of the Supervisory Committee,

Announcement of continuing connected
transactions and Resolutions passed at the first
extraordinary general meeting in 2004,

Notice of the 2003 annual general meeting Page 32 on “Shanghai Securities” 16th April 2004 www.sse.com.cn
AS50 on “Hong Kong Economic Times” www.hkex.com.hk
B-12 on “The Standard”

Guangzhou Pharmaceutical Company Limited
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6.19.2 During the reporting period, the Company strictly controlled the fund transactions with its controlling
shareholder and other related parties, in accordance with Notice of CSRC[2003]No.56. During the reporting
period, the total fund occupied by the Company’s controlling shareholder and its subsidiaries was as below:

Relationship
with the
Fund occupied by Company
GPHL Holding
company
Guangzhow Fellow
Qizo Grang stbsidiary
Pharmaceutical
Factory

Guangzhou Ming Xing  Fellow

Pharmaceutical subsidiary
Factary

Guangzhou Tian Xin Fellow
Pharmaceutical subsidiery
Co.. Lid

Guangzhou Fellow
He }i Gong subsidiary
Pharmaceutical
Factory

Guangzhou Guang Fellow
Hua Pharmaceutical subsidiary
Co., Lid

Guangzhou Wei Cai Fellow
Factory subsidiary

Guangzhou Hoa Nan Fellow
Medical Apparatus subsidiary
Co. Lud

Guangzheu Fellow
Pharmaceytical subsidiary
Economic
Development
Company

Po Lian Development Feltow
Co. Ld subsidiary

Guangzhou Zhong Fu~ Associated
Medical Ca., Lid company

Guangzhou Baiyunshan  Fellow
Pharmaceutical Factory  subsidiary

Guangzhou Baiyunshan  Fellow
Chinese Medicine subsidiary
Factory

Guangzhou Baiyunshan  Fellow
External Use sobsidiary

Medicine Factary

Total

End of
the period

2004630

3004-6-30

2004-6-30

2004-6-30

2004-6:30

2004-6-30

2004-6-30

004-6-30

2004-6-30

2004-6-30

2004-6:30

2004-6-30

1004-6-30

3004630

Beginning
of the
period

0031231

20031231

20031231

2003-12-31

00312-31

2003-12:31

0031231

0031231

2003-12-1

003123

2003-12:31

2003-12-31

2003-12-31

2003-12-31

Relevant
items

Other
receivables

Accounts
receivable

Accounts
receivable

Accounts
receivable

Aczounts
receivable

Atcounts
receivable

Accounis
receivable

Other
receivables

Accounts
receivable

Gther
receivables

Accounts
receivable
Other
receivbles

Accounts
receivable

Accounts
feceivable

Accounls
receivable

Qther
teceivables
Accounts
teceivable

Guangzhou Pharmaceutical Company Limited

Ending
balance
RMBO0D

15008

13.780.4

2843

3890

1239

877

308.7

106.0

6.7943

96288

10106

138

145231

319012

Beginning
balance
RMBHH

7.268

5318

2884

3100

116

4138

393

100.00

58

2.765.6

8319

15,3518

186125

Accumulated debit
transaction
RMBOH

138

230028

13916

107384

80,0

19137

§06.2

4129

765.3

52460

Accumulated credit
fransaction
RMB000

437

143649

13957

10.049.4

6137

17198

6268

258

1417

187.6

44567

47318

399.1

1894

381313

Manners Reasons

Prepayments -

Purchese -

Purchase -

Purchase -

Purchase -

Purchase -

Purchase -

Current -
account

Purchase -

Loanand -
advances

Purchase -

Current -
aecount

Purchase -

Purchase -

Purchase -

Note
Prepaid
rental

Production

Praduction

Production

Production

Production

Production

Daily
transactions

Sales

Dailv transactigns
& operation funds

Production

Daily
transactions

Productinn

Production

Production




7. FINANCIAL REPORT

2004 Interim Report

Interim financial report prepared in accordance with PRC Accounting Standards and Systems (page 21 to 32)

Notes to the interim financial report (prepared in accordance with PRC accounting standards and systems)

Condensed interim financial report prepared in accordance with HK SSAP 25 (page 66 to 77)

CONSOLIDATED BALANCE SHEET

As at 30th June 2004

ASSETS

Current assets:
Cash
Short term investments
Notes receivable
Dividends receivable
Interest receivable
Accounts receivable
Other recetvable
Advances to suppliers
Subsidy receivable
Inventories
Prepaid expenses

Long-term debentures investments due within one year

Other current assets
Total current Assets
Long-term investments
Long—term equity investments
Long—term debentures investments
Total long-term investments
Fixed assets
Fixed assets—cost
Less: Accumulated depreciation
Fixed assets—net amount

Less: Fixed assets impairment provision

Fixed assets—net book value
Construction supplies
Construction in progress
Fixed assets pending disposal
Total fixed assets
Intangible assets & other assets:
Intangible assets
Long—term prepaid expenses
Other long—term assets
Total intangible assets & other assets

Deferred taxes
Deferred tax debits
TOTAL ASSETS

Guangzhou Pharmaceutical Company Limited

Notes

VI-1
VI-2
VI3
VI-4

VI-5
VI-6
VI-7
VI-8
VI-9
VI-10

VI-11

VI-12
VI-12
VI-12
VI-12
VI-12

VI-13

Vi-14
VI-15

Form 1
(RMB)

30th June 2004 31st December 2003

861,013,185.38
18,840,000.00
57,980,003.78
4,324,345.00

1,152,103,215.38
180,942,926.43
122,262,456.95
5,359,580.42
846,378,572.62
84,802,111.80

3,334,006,397.76
78,184,066.12
78,184,066.12
1,678,476,749.05
544,670,868.55
1,133,805,880.50
25,686,155.64
1,108,119,724.86
239,011,825.20
1,347,131,550.06

102,199,284.92
26,473,155.36

128,672,440.28

4,887,994,454.22

816,439,041.14
49,499,310.37
52,280,755.19
6,316,510.00

878,361,678.85
130,980,738.37
120,102,331 .41
10,325,834.50
1,067,439,529.10
91,300,355.06

3,223,046,083.99
74.867,192.97
74.867,192.97
1,505,442,749.56
498,586,610.77
1,006,856,138.79
25,786,824.47
081,069,314.32
305.928,588.83
1,286,997,903.15

93,715,205.21
28,413,060.66

122,128,265.87

4,707,039,445.98




CONSOLIDATED PROFIT AND LOSS ACCOUNT
For the period ended 30th June 2004

Item Notes
I. Revenues from main operations VI-32
Less: Cost of main operations VI-33
Tax and levies on main opertiaons VI-34
II. Profit from main operations
Add: Profit from other operations VI-35
Less:Selling expenses
General and administrative expenses
Financial expenses VI-36
III. Operating profit
Add: Income from investments VI-37
Subsidies income VI-38
Non-operating income VI-39
Less:Non-operating expenses VI-40

IV. Total profit
Less:Income tax
Less:Minority interest

V. Net profit

SUPPLEMENTARY INFORMATIOAN
For the period ended 30th June 2004

Six months ended 30th June 2004

Item Return on net assets ~ Earning per share
Fully Weighted Fully Weighted
diluted  average  diluted  average
Profit from main operations 2920%  28.82% 0.87 0.87
Profit from operations 3.99% 3.94% 0.12 0.12
Net profit 1.32% 1.30% 0.04 0.04

Net profit after deduction

of exceptional items 1.43% 1.41% 0.04 0.04

Guangzhou Pharmaceutical Company Limited

Six months ended
30th June 2004

3,990,694,132.12
3,272,266,127.69
13,694,299.51
704,733,704.92
18,388,152.28
278,658,990.85
330,447,617.90
17,684,980.77
96,330,267.68

(777,440.50)

4,288,071.32
8,787,439.95
91,053,458.55
52,938,643.69
6,306,170.15
31,808,644.71

Interim Report

Form 2
(RMB)

Six months ended
30th June 2003

3,577,432,478.96
2,860,794,147.40
12,620,768.40
704,017.563.16
19,447,910.34
249,893,026.21
292,237,293.34
9,745,954.57
171,589,199.38
(123,373.71)
180,927.28
664,644.53
9,512,472.20
162,798,925.28
60,757,080.64
8,428,457.45
93,613,387.19

(RMB)

Six months ended 30th June 2003

Return on net assets

Fully Weighted
diluted average
2953%  29.55%

7.20% 1.20%
3.93% 3.93%
4.16% 4.16%

Earning per share

Fully Weighted
diluted average
0.87 0.87
0.21 0.21
0.12 0.12
0.12 0.12




CONSOLIDATED CASH FLOWS STATEMENT
For the period ended 30th June 2004

Item

L. Cash flows from operating activities:
Cash received from sales of goods or
rendering of services
Refund of tax and levy
Other cash received relating to operating activities
Sub-total of cash inflows
Cash paid for goods or services
Cash paid to and on behalf of employees
Payments of all types of taxes
Other cash paid in relating to operating activities
Sub-total of cash outflows
Net cash flows from operating activities
II. Cash flows from investing activities:
Cash received from disposal of investments
Including: cash received from disposal of subsidiaries
Cash received from returns on investments
Net cash received from disposal of fixed assets,
intangible assets and other long— term assets
Other cash received relating to investing activities
Sub-total of cash inflows
Cash paid to acquire fixed assets, intangible assets
and other long— term assets
Cash paid to acquire investments
Including: cash paid to acquire subsidiaries
Other cash paid in relating to investing activities
Sub-total of cash outflows
Net cash flows from investing activities
II1.Cash flows from financing activities
Cash received from capital contribution
Cash received from capital contribution by
minority shareholders
Cash received from borrowings
Other proceeds relating to financing activities
Sub-total of cash inflows
Cash repayments of amounts borrowed
Cash payments for distribution of dividends,
profits or interest expenses
Cash payments for dividends to minority shareholders
Other cash payments relating to financing activities
Sub-total of cash outflows
Net cash flows from financing activities
IV. Effect of foreign exchange rate changes on cash
V. Net increase in cash and cash equivalents

Guangzhou Pharmaceutical Company Limited

Six months ended

Notes 30th June 2004

4,405,975,434.18
9,196,604.01
36,225,627.84
4,451,397,666.03
3,483,958,714.37
250,372,211.25
263,953,989.17
328,522,538.66
4,326,807,453.45
124,590,212.58

VI-41

VI-42

36,152,119.73
160,435.24
3,643,100.23

354,279.64
85,380.68
40,234,880.28

135,159,510.75
14,539,719.82
4,539,719.82
8,000,000.00
157,699,230.57
(117,464,350.29)

2,771,406.37
347,850,491.00
168,271,738.39
518,899,635.76
321,960,491.00

34,028,686.96
5,998,300.54
119,463,875.31
481,451,353.81
37,448,281.95

44,574,144.24

Interim Report

Form 4
(RMB)

Six months ended
30th June 2003

3,890,239,781.74
2,182.901.06
14.351,435.07
3,906,774.117.87
3,085,124,866.38
231,385,890.28
254,807.641.35
317,615.687.20
3,888,934,085.21
17,840,032.66

20,000,000.00
3,576,842.03

11,351,260.33
3,022,039.32
37,950,141.68

127.412,579.73
9,675,000.00
9,675,000.00
6.763,004.20
143,850,583.93
(105,900,442.25)

7,650,000.00
351,750,000.00
1,521,104.65
360,921,104.65
329,050,000.00

66,216,758.60
5,354,198.92

400,620,957.52
(39,699,852.87)

(127,760,262.46)




BALANCE SHEET
As at 30th June 2004

ASSETS

Current assets:
Cash
Short term investments
Notes receivable
Dividends receivable
Interest receivable
Accounts receivable
Other receivable
Advance to suppliers
Subsidy receivable
Inventories
Prepaid expenses

Long—term debentures investments due within one year

Other current assets
Total current Assets

Long—term investments
Long—-term equity investments
Long-term debentures investments
Total long—term investments

Fixed assets
Fixed assets—cost
Less: Accumulated depreciation
Fixed assets—net amount
Less: Fixed assets impairment provision
Fixed assets—net book value
Construction supplies
Construction in progress
Fixed assets pending disposal
Total fixed assets

Intangible assets & other assets:
Intangible assets
Long—term prepaid expenses
Other long—term assets
Total intangible assets & other assets

Deferred taxes
Deferred tax debits
TOTAL ASSETS

Guangzhou Pharmaceutical Company Limited

Notes 30th June 2004

238,206,883.97
18,840,000.00

12,324,345.00

VII-1 381,606,918.84

650,978,147.81
VII-2 1,806,493,175.62
1,806,493,175.62

37,374,731.52
11,844,339.72
25,530,391.80

7,109,752.25
18,420,639.55

18,420,639.55

1,404,718.56

1,404,718.56

2,477,296,681.54
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Form 5
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31st December 2003

231,542,044.04
49,499,310.37

6,316,510.00

319,285.854.82

606,643,719.23
1.853,732,823.78
1,853,732,823.78
37,407,029.02
10,215,684.50
27,191,344.52

7,109,752.25
20.081,592.27

20,081,592.27

1,997.842.14

1.997,842.14

2,482,455,977.42




PROFIT AND LOSS ACCOUNT
For the period ended 30th June 2004

Item

I. Revenues from main operations
Less: Cost of main operations
Tax and levies on main opertiaons

I1. Profit from main operations
Add: Profit from other operations
Less: Selling expenses
General and administrative expenses
Financial expenses

I1.Operating profit
Add: Income from investments
Subsidies income
Non-operating income
Less: Non-operating expenses

IV. Total profit
Less: Income tax

V. Net profit

PROFIT APPROPRIATION STATEMENT
For the period ended 30 June 2004

Item

I. Net profit
Add: Retained earnings at beginning of year
Add: Transfer from others

II. Distributable profit
Less: Transfer to statutory surplus reserves
Less: Transfer to public welfare fund
Less: Transfer to staff bonus and welfare fund
Less: Transfer to reserve fund
Less: Enterprise expansion fund
Less: Profit returned to investment

II1.Profit distributable to shareholders
Less: Dividend for preferred shares
Less: Transfer to discretionary surplus reserves
Less: Dividend for ordinary shares

Less: Dividend for ordinary shares transfer to share capital

IV. Retained earnings at end of the period

Guangzhou Pharmaceutical Company Limited

Six menths ended
Notes 30th June 2004

1,794,856.02

8,334,795.43

(784,288.06)

(5,755,651.35)

VII-3 40,364,992.02

6,900.00
96,468.57
34,519,772.10

34,519,772.10

Six months ended
30 June 2004

34,519,772.10
356,049,259.87

390,569,031.97

390,569,031.97

48,654,000.00
341,915,031.97
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Form 6
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Six months ended

30th June 2003

(101,095.92)

9,496,481.49
(2,037,278.47)
(7.560,298.94)

105,670,008.14

11,132.62
98,098,576.58

98,098,576.58

Form 7
(RMB)

Six months ended

30 June 2003

98,098,576.58
282,714,439.79

380,813,016.37

380,813,016.37

48,654,000.00

332,159,016.37




SUPPLEMENTAL INFORMATION

Item

1. Reconciliation of net profit to cash flows from operating activities:

Net profit

Minority interest

Add: Provision for assets impairment

Depreciation of fixed assets

Amortization of intangible assets

Amortization of long—term prepaid expenses

Decrease in prepaid expenses (less: increase)

Increase in accrued expenses (less: decrease)

Losses on disposal of fixed assets, intangible assets
and other long—term assets (less:gains)

Losses on scrapping of fixed assets

Financial expenses

Losses on investments (less: gains)

Deferred tax credit (less: debit)

Decrease in inventories (less: increase)

Decrease in operating receivables (less: increase)

Increase in operating payables (less: decrease)

Others

Net cash flows from operating activities

. Investing and financing activities that do not involve cash
receipts or payments:

conversion of debt into capital

Convertible bonds due within 1 year

Fixed assets acquired under finance lease

. Net increase in cash and cash equivalents:

Cash at the end of period

Less: Cash at the beginning of the period

Add: Cash equivalents at the end of the period
Less: Cash equivalents at the beginning of period
Net increase in cash and cash equivalents

Guangzhou Pharmaceutical Company Limited

Interim Report

Six months ended Six months ended

30th June 2004
34,519,772.10

1,735,807.38
593,123.58
(1,929,200.00)

3,342.70
40,361.08

(40,364,992.02)

(1,930,994.08)

(394,646.87)
35,492.67

(7,691,933.46)

238,206,883.97
231,542,044.04

6,664,839.93

30th June 2003
98,098,576.58

1,474,981.86
413,065.68
(1,941,813.00)

(105,670,008.14)

1,255,349.78
1,942,040.93

(4,427,806.31)

220,081,921.15
204,624,119.72

15,457,801.43
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II. PRINCIPAL ACCOUNTING POLICIES, ACCOUNTING ESTIMATES AND METHOD FOR
PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS

1. Accounting System

The Group adopts the Accounting Standards for Business Enterprises and the Accounting system for Business Enterprises
and the supplementary stipulations.

2. Accounting Period
The Group’s accounting year starts on |st January and ends on 31st December.

3. Bookkeeping Currency
The recording currency of the Group is the Renminbi (“RMB”).

4. Basis of accounting and Measurement Bases
The Group follows the accrual basis of accounting. And assets are recorded at historical Cost.

5. Foreign Currency Translation
Foreign currency transactions during the year are translated into RMB at the exchange rates prevailing at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated into
RMB at the exchange rates prevailing at the balance sheet date. Exchange differences arising from these translations are
recorded as financial expenses of the current period.

6. Cash Equivalents

Cash equivalents refer to short-term, highly liquid, investments that are readily convertible to cash of known amounts of
cash and which are subject to an insignificant risk of changes in value.

7. Provision for Bad Debts
The Group provides provision for bad debts. The Balances will be written off against provision when bad debts recognized.
Bad debts are recognized when:

A. If the debtor becomes bankrupt or dies, the amount remaining after repayment by liquidation property or legacy,
will be the bad debts.

B. If the debtor does not make repayment for over three years and there is obvious evidence showing that the
receivables can not be recalled, the amount remaining will be bad debts upon the approval of the board of

directors.

The Group provides provision for bad debts based on the aging of receivable balances. In addition, the Group provides a
special provision for high-risk receivables based on the financial status and solvency of the debtor.

Details of provision method is as follows:

Provision for bad debts as

Aging a percentage of receivables
Within 1 year 1%
1~2 years 10%
2~3 years 30%
3~4 years 50%
4~5 years 80%
Over 5 years 100%

The above receivables include accounts receivable and other receivables. The Group provides provision for other
receivables excluded inter-company, unreimbursed balances and other receipts on behalf of others.

Guangzhou Pharmaceutical Company Limited




11. Long-term debt investments

Long-term debt investments of the Group are stated at investment cost and investment income is accounted for at cost
method.

Premiums or discounts are amortized at a straight-line method when recognizing related interest income over the period
between the acquisition date and the maturity date of the debenture.

12. Provision for long-term investments

Approved by the board of directors, in the event of a continuing decline in market value or deterioration in operating
conditions of the investee enterprise where the decline will not be recovered in the foreseeable future, the Group will
make provision for this based on the difference between the recoverable amount and the carrying amount of the investment.

13. Fixed assets and depreciation

Fixed assets include houses and buildings, motor vehicles, machinery and equipment which have useful lives over one
year and whose unit costs are greater than RMB2,000. Fixed assets are stated at cost. Depreciation is provided to write
off the cost over their useful lives at straight-line method, taking into account the estimated residual value of 0% to 10%.
The annual rates of depreciation are as follows:

Fixed assets category Depreciation life Depreciation rate
Houses and buildings 15-50 years 1.80%-6.60%
Machinery equipment 4-18 years 5-24.75%
Vehicles 5-10 years 9-19.80%
Electric equipment 5-10 years 9-19.80%
Office equipment 4-8 years 11.25-24.75%
Renovation of fixed assets 5 years 20%
Other equipment 4-15 years 6-24.75%

When depreciation is provided to the assets with provision for impairment, the depreciation rate and amount are recomputed
based on the book value of assets (i.e., original cost less accumulated depreciation and provision), and the remaining
useful lives; in case the value of fixed assets with provision is recovered, the depreciation rate and amount shall be
recomputed at the new book value and the useful lives.

In the event that the fixed assets’ recoverable amounts are less than the carrying value due to a continuing decline in
market value or obsolesce, damage, long idleness or other economic reasons, the Group will provide provision for the
difference.

14. Construction work in progress

N Project cost of construction work in progress is determined based on the actual cost, and transferred to fixed
assets when the work reaches its expected usable condition.

(2) In the event that the construction work is suspended for a long period and will not restart in the foreseeable
future, or is outdated in function or technology, and the economic proceeds which the work will bring are very
uncertain, or with other full elements evidencing that value of the construction work is impaired, provision will
be provided for the difference between the recoverable amount and the carrying amount of the construction
work.

15. Intangible assets and amortization

Intangible assets, which are mainly land use rights and proprietary technologies, are stated at acquisition cost. Amortization
is provided to write off the cost averagely over their expected useful lives.

Intangible assets of the Group are measured at the lower of book value and recoverable amount at the end of period. If
recoverable amount is lower than book value, provision will be made for the difference.

Guangzhou Pharmaceutical Company Limited
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3) Education surcharge

The education surcharge is calculated and paid based on 3% of total circulating tax. Subsidiaries of the Group
which are foreign invested enterprises are exempted from education surcharge in accordance with PRC regulations.

2. Enterprise income tax

The Group accrues and pays enterprise income tax at the rate of 33% in accordance with “Temporary regulation of
corporate income tax in the People’s Republic of China”.

Pursuant to “Enterprise Income Tax Law for Foreign Invested Enterprise in the People’s Republic of China”, Guangzhou
Qixing Pharmaceutical Company Limited, one of the Company’s subsidiary, applies the enterprise income tax rate of
24% and local income tax rate of 3%.

IV.  SUBSIDIARIES AND JOINT VENTURES

Major subsidiaries in the consolidation scope of the consolidated financial statements

Invested amount
of the Group to % of equity

Name of the Company Stock capital its subsidiaries interest Principal activities
RMBI'000 RMBI 000

Guangzhou Hanfang Modern Chinese Patent Medicine 83280 48,850 58.66  Research & development of medicine

Research & Development Co., Ltd. and products of health care
Guangzhou Bio-technology Co., Ltd. 70,100 66,500 9487  Research & development of medicine
Guangzhou Huanye Pharmaceutical Co., Ltd. 6,000 3,580 59.701 Manufacturing chemical material medicine
Guangzhou Xingqun Pharmaceutical Co., Ltd. 77,170 68,670 88.99  Production of Chinese patent medicine
Guangzhou Zhongyi Pharmaceutical Co., Ltd. 166,000 161,050 97.016 Production of Chinese patent medicine
Guangzhou Chealiji Pharmaceutical Factory 94,000 94,000 100 Production of Chinese patent medicine
Guangzhou Qixing Pharmaceutical Factory 82420 82,420 100 Production of Chinese patent medicine
Guangzhou Jing Xiu Tang Pharmaceutical Co., Ltd. 86.230 76,230 88.4 Production of Chinese patent medicine
Guangzhou Pangaoshou Pharmaceutical Co., Ltd. 65,440 57440 87.71 Production of Chinese patent medicine
Guangzhou Wanglaoji Pharmaceutical Co., Ltd. 106,380 98,380 92.48 Production of Chinese patent medicine
Guangzhou Pharmaceuticals Corporation 222,000 215,330 96.9941 Trading of Western pharmaceutical

products and medical apparatus
Guangzhou Chinese Medicine Corporation 69,700 69,700 100 Trading of Chinese patent medicine
and Chinese raw medicine

Guangzhou Pharmaceutical Import 15,000 15,000 100 Import and export of medicine

& Export Corporation
Guangzhou Pharmaceutical Holdings Limited 18,410 3.890 51 Sales of Chinese and western

Yingbang Marketing Co., Ltd. pharmaceutical products
Guangxi Yingkang Pharmaceutical Co., Ltd. 37,340 21.720 51 Production of Chinese patent medicine

During the reporting period, two more subsidiaries were included into the consolidation of the Group. According to the Notice
No. (1998) 66 “Answers to Questions concerning Accounting Problems regarding the Implementation of the Accounting Standards
and Accounting Standards Applicable to Joint Stock Companies”, the acquisition/injection date of Guangxi Ying Kang
Pharmaceutical Co., Ltd. and Guangzhou Guangyao Ying Bang Marketing Co., Ltd were determined according to the date when
the assets acquired or the actual controlling right in management were transferred to the Company.

% of equity

Acquisition/ interest held as at
Investee and assets acquired or injected injection date 30th June 2004
Guangxi Ying Kang Pharmaceutical Co., Ltd. 2004.4.1 51%
Guangzhou Guangyao Ying Bang Marketing Co., Ltd (formerly known as
Guangzhou Pharmaceutical Ying Bang Marketing Co., Ltd.) 2004.2.27 51%
(RMB)
From acquisition/injection
As at 30th June 2004 As at 30th June 2004 date to 30th June 2004
Include: Include:
Investee and assets Current Total Current Total Net
acquired or injected Total assets assets liahilities liabilities profit profit

Guangxi Ying Kang Pharmaceutical

Co., Ltd. 46,666,375.10 . 19,832513.13 5.619,101.15 3,354.674.68 (61.158.08) {61,158.08)
Guangzhou Guangyao Ying Bang

Marketing Co.. Ltd (formerly known

as Guangzhou Pharmaceutical Ying

Bang Marketing Co.. Ltd.) 29,388,066 81 28.543.593.43 25.881,197.63 25,881.197.63 862,461.58 615.296.53

Guangzhou Pharmaceutical Company Limited
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3. Notes receivable
30th June 2004  31st December 2003
Bank acceptance bill 50,130,108.05 35,611,830.71
Commercial acceptance bill 7,849,895.73 16,668,924.48
57,980,003.78 52,280,755.19

4, Dividend receivable

(1 The balance as at 30th June 2004 represents the annual dividends receivable from Nanhai Nanfang Packaging
Co., Ltd. with an amount of 4,324,345.00 for the year 2003.

2) The balance as at 30th June 2004 is 31.54% less than that of the balance, as at 31st December 2003, caused by
the receipt of dividends distributed by Nanhai Nanfang Packaging Co., Ltd. during the reporting period.

5. Accounts receivable
n Aging analysis of accounts receivable
30th June 2004
Bad debt Provision
Aging Balance Percentage provision Percentage
Within 1 year 1,116,542,731.23 91.59% 12,478,829.80 1.12%
1-2 years 38.798,037.91 3.18% 4,113,586.08 10.60%
2-3 years 22,605,453.77 1.86% 14,211,689.80 62.70%
3-4 years 8,872,979.04 0.73% 4,602,869.27 51.88%
4-5 years 4,238,479.66 0.35% 3,607,491.28 85.11%
Over § years 27.932.963.79 2.29% 27,932,963.79 100.00%
1,219,050,645.40 100.00% 66,947,430.02 5.49%
31st December 2003
Bad debt Provision
Aging Balance Percentage provision Percentage
Within | year 870,056,908.56 93.16% 8,856,680.31 1.02%
1-2 years 22,879,523.01 2.45% 13,419,533.32 58.65%
2-3 years 8,144,462.74 0.87% 3,185,631.44 39.11%
3-4 years 6.774,493.37 0.73% 4,570,482.67 67.47%
4-5 years 7,191,215.04 0.77% 6,652,596.13 92.51%
Over 5 years 18.862,568.76 2.02% 18,862,568.76 100.00%
933,909,171.48 100.00% 33,547,492.63 5.95%

From the balance aforementioned, no account is due from shareholders with 5% or more voting shares.

(2) From the balance as at 30th June 2004 aforementioned, RMB88,621,037.32 is owed by the top five customers
with largest balance, representing 7.27% of the total balance.

3 The 30.53% increase of balance as at 30th June 2004 is caused by: the increase of main operating income,
expansion of purchase bidding for hospital medicine, and extension of payment period of hospitals.

4 The current 168 reversals of accounts receivable amounts to 3,172,971.82, none of them are involved in related
party transactions.

Guangzhou Pharmaceutical Company Limited




Interim Report

9. Inventories
30th June 31st December
Item 2004 Provision 2003 Provision
Goods in transit 1,625,078.38 — 3,697,330.09 —
Raw materials 82,803,897.12 298,752.78 80,703,963.41 298,752.78
Work in progress 49,773,271.96 — 62,052,049.41 —
Finished goods 65.041,895.97 111,066.72 80,545.553.20 111,066.72
Low-value Consumables 1,802,319.11 — 1,916,496.77 —
Packing Materials 29,257,556.51 — 32.111,255.96 —
Consigned goods for process 551,005.38 — 600,394.57 —
Goods in stock 639,333,024.56 24,944,343.00 802.786,887.82 449,914.69
Others 1.544,686.13 — 3,885,332.06 —
871,732,735.12 25,354,162.50 1,068,299.263.29 859,734.19
) At the end of period, the Group provided provision for inventory at the shortfall of net realizable value over the
cost with an amount of 25,354,162.50 for damaged, long idled inventories and those whose price was lower than
COst.
2) As to the provision for inventory, the increase of 2,849.07% in the balance as at 30th June than the balance as at

31st December is mainly caused by the accrual with an amount of 24.49 million by the subsidiary—Guangzhou
Chinese Medicine Corporation according to the conservatism principle.

10. Prepaid expense

31st December 30th June

Item 2003 Addition Amortization 2004
Insurance premium prepaid 1,816.749.55 491.979.69 1,365.769.26 942,959.98
Road toll 126,433.28 738.768.80 772,673.06 92,529.02
Advertising 6,239,158.00 7,116,134.00 9,829,797.01 3,525.494.99
Deductible input VAT 82,396,108.92 160,883,169.93 167,047.680.07 76,231,598.78
Others 721,905.31 5,332,209.35 2,044,585.63 4,009,529.03
91,300,355.06 174,562,261.77 181,060,505.03 84,802,111.80
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2) Movement of long-term equity investment in the current period is as follows
Current Accumulated
fluctuation under  fluctuation under
Investee 30th June 2004 equity methode quity method Provision Note
Indonesia Sanyou Industrial
Company Limited 1,260,144.45 — (261,418.37)  1,260,144.45 1]
Guangzhou Zhongfu ‘
Pharmaceutical Company Limited 1,651,386.94 (56,508.97) 1,251,386.94 —
Shanghai Jiuhe Tang Chinese
Medicine Company Limited 615.000.00 — 0.00 —
Guangzhou Chenliji Xingma
Health Care Products Co., Ltd. 208,571.44 (137,637.58) (755,378.56) —

Hangzhou Zhe Da Han Fang
Chinese Medicine Information

Engineering Co., Ltd. 316,321.86 (30.740.69) (123,678.14) —
Ming Tai Industrial (Thailand)

Company Limited 320,843.90 9,094.58 (196.086.43) -
Huadong Medicine Co., Ltd. 264.,000.00 — — —
Lianjie Computer

Technology Company 243,721.5] (6,278.49) (6,278.49) —

Guangzhow Medicine Company
Beijing Road

Chinese Medicine Bazaar 218,399.03 — 58.399.05 -
Guangzhou Yongxin

Medicine Trading Co., Ltd. 119,700.00 — - —
Golden Eagle Asset

Management Co., Ltd. 14,576,600.30 (752,023.10) (5,423.399.70) —
Jihua Medical Appliance

Company Limited 2,989.979.68 (182,073.11) (1.210,020.32) —
Guangzhou Jinshen Pharmaceutical

Technology Co.. Ltd. 765,000.00 — — —
Nanhai Nanfang

Packaging Co., Ltd. 30,000,000.00 — — —
Guoyao Group Industrial Co., Ltd. 8.000,000.00 — — —
Guangzhou Huayin

Bio-technology Co., Ltd. 1,000,000.00 — — -
Shenzhen Qixing Lanzao

Biology Co., Ltd. 583,959.49 (286,963.76) (3.016,040.51) 522,553.95  [2]
Qixing Mazhong

Pharmaceutical Co., Ltd. 362,826.38 — — —
Communication Bank

Guangdong Branch 362,750.00 — — —
Everbright Bank 10,725.000.00 — - —
Guangzhou Pangaoshou Natural

Health Product Co., Ltd. 1,213,902.10 — — — 3
Guangzhou Huanye

Pharmaceutical Co., Lid. 843.490.01 — - — [4]
Guangzhou Bio-technology

Co., Ltd. 2358,715.36 — — —  [5]

Guangzhou Pharmaceutical
Holdings Limited Yingbang

Marketing Co., Ltd. 2,333,544.88 — — —  [6]
Guangxi Yingkang
Pharmaceutical Co., Ltd. 732,907.17 — — — {71
79,966,764.52 (1,443,131.12) (9,682,514.53)  1,782,698.40
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impairment: 31st December 2003 Addition Written off 30th June 2004

Land & building 18,139.824.50 — — 18,139,824.50

Machinery 7.239,412.42 —_ 91,621.99 7,147.790.43

Transportation Vehicle — 9,046.84 269.020.57

Electric equipment — — — —

Office equipment 129.520.14 — — 129,520.14

Renovation of fixed assets — — — —

25,780.824.47 — 100,668.83 25,686,155.64

(1 During the reporting period, construction in progress transferred to fixed assets amounted to RMB156,368,129.49.

(2) As at 30th June 2004, the Group has mortgaged its fixed assets with net book value of RMB105,440 thousand
(Last year: RMB118,400 thousand) for bank loans.

3) At the end of the period, the Group provided provision of RMB25,686,155.64 for the difference whose recoverable
amount is lower than the book value owing to their technology obsolescence, damage or long idleness.

13. Construction in progress
(1 Details of construction in progress are as follows:

Project

Relocation of Guangzhou Xingqun Pharmaceutical Company

Xingqun Manufacture Workshop project at phase 3
Xingqun Repair Workshop project at phase 2
Zhong Yi dust removing project

Zhong Yi relocation of Yunpu workshop

Relocation and expansion of Chenliji factory
Chinese medicine absorbing base of Chenliji
Chenliji product technical alteration
Chenliji product show room
Chenliji noise renovation project
Chenliji cable renovation project
Chenliji Chinese medicine museum
Hanfang Conghua base construction
Hanfang equipment installation project
Jingxiutang prepayment for equipment
Jingxiutang Anbike equipment installed
Jingxiutang filling & packaging production line
for suppository
Jingxiutang Zhuifengtouguwan filling
& packaging production line
Jingxiutang GMP project
Jingxiutang Wanhuayou GMP project
Jingxiutang sewage treatment pool
Pangaoshou computer equipment
Pangaoshou GMP project

Wanglaoji inter-factory maintenance

Wanglaoji GMP project for preparation workshop

Alteration of Wanglaoji sewage treatment station

Alteration of Wanglaoji boiler project

Alteration of Wanglaoji distilling workshop

Wanglaoji pill workshop

Wanglaoji technology renovation for
Jianpilichangpian & Anchuangpian

Packing machine made by Wanglaoji for “ren dan”

Guangzhou Pharmaceutical Company Limited

Budget

243,688,046.72
16,835,778.76
465,000.00

197.030,000.00

126,000,000.00
29,100,000.00
4,000,000.00
38,000.00
200.000.00
4,900,000.00
118,840,000.00
3,786,349.50

12,821,045.48

11,339,612.77
30,300,000.00
4,196,978.09

104,910,000.00

1,000,000.00
23.000.000.00
400.000.00
600,000.00
1,700,000.00
11,000,000.00
17,800,000.00

250.000.00

Financing % of fund
source used to budget
Working capital and loan from financial organs 8%
Working capital 100%
Working capital 100%
Working capital -
Working capital, loan from financial 32%
organs and government appropriation
Working Capital 101%
Working Capital —
Working capital and stock capital 82%
Working capital 115%
Working capital 95%
Working capital - 60%
Waorking capital 1%
Stock capital and government appropriation 43%
Stock capital and government appropriation 165%
Working capital and loan from financial organs —
Working capital —
Working capital and stock capital 100%
Working capital and stock capital 100%
Working capital and loan from financial organs 28%
Working capital 97%
Working capital —
Working capital —
Loan from financial organs 82%
and government appropriation
Working capital 109%
Working capital and loan from financial organs 113%
Working capital 140%
Working capital 67%
Working capital 136%
Working capital and stock capital 87%
Working capital and loan 56%
Working capital 4%
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2) Movement of construction in progress in the current period are as follows:
Transfer to Other 30th June

Project 31st December 2003 Addition fixed assets reduction 2004 Provision
Relocation of Guangzhou Xingqun

Pharmaceutical Company 1.727,686.68 1,306.122.87 1,160,041.53 435960 1.§69.408.42 -
Xingqun Manufacture Workshop project at phase 3 16.364.402.15 35431404 — — 16918.716.29 -
Xingqun Repair Workshop project at phase 2 450.446.32 — — — 450.446.32 —
Zhong Yi dust removing project 80,000.00 — — — 80.000.00 80.000.00
Zhong Yi relocation of Yunpu workshop 74.743.400.45 20.510,795.98 — — 93,254.196.43 —
Relocation and expansion of Chenliji factory 1.316,275.76 — 251,063.42 1,085.210.34 - -
Chinese medicine absorbing base of Chenliji 7.692.00 — — - 7.692.00 —
Chenliji product technical alteration 13.306,720.51 488,257.40 - — 1379497791 —
Chenliji product show room 1.923,248.86 2671.493.19 - - 4,594.742.05 -
Chenliji noise renovation project 36,100.00 - - — 36,100.00 —
Chenliji cable renovation project - 120,000.00 - - 120.000.00 —
Chenliji Chinese medicine museum — 45029.00 — - 45.029.00 -
Hanfang Conghua base construction 40.110.014.39 8.994,039.89 - — 4910405428 —
Hanfang equipment insiallation project 1.233,927.00 2.467.649.60 933.483.00 - 1,786,093.60 -
Jingxiutang prepayment for equipment 2,119,798.60 1,657,968.78 — — 377176138 —
Jingxiutang Anbike equipment installed 50.000.00 - - — 50.000.00 -
Jingxiutang filling & packaging production

line for suppository 3.952.666.48 63.500.00 — — 4,016.166.48 —
Jingxiutang Zhuifengtouguwan filling

& packaging production line 6.832,257.64 398,833.43 — — 7,231091.09 —
Jingxiutang GMP project 1.727.864.16 — — — 1,727.864.16 -
Jingxiutang Wanhuayou GMP project 295555343 35,000.00 — — 3.010.553.43 —
Jingxiutang sewage treatment pocl 558.281.00 — — — 558.281.00 -
Pangaoshou computer equipment — 71.410.00 — - 71,410.00 -
Pangaoshou GMPproject 65,603.308.09 18,999,925.38 84.524.663.47 78.570.00 - -
Wanglaoji inter-factory maintenance 394.000.00 10000000 — - 434,000.00 -
Wanglaoji GMP project for preparation workshop — 3.170.756.89 76.600.00 — 3,094,156.89 —
Alteration of Wanglaoji sewage treatment station 59700239 316,200.00 - - 913.302.39 —
Alteration of Wanglaoji boiler project 101.851.96 33173435 — — 433,586.31 —
Alteration of Wanglaoji distilling workshop — 450,782.69 - - 450,782.69 -
Wanglaoji pill workshop 100.000.00 — - - 100,000.00 -
Wanglaoji technotogy renovation for Jianpilichangpian

& Anchuangpian 379.435.00 323.000.00 323.000.00 — 379.435.00 -
Packing machine made by Wanglaoji for “ren dan” - 9.468.26 — - 9.468.26 —
Logistics in Huangjinwei warehouse

of Guangzhou Pharmaceuticals Corporation 42,809.559.61 10,603.737.90 43.273.980.03 5.139317.48 — —
Jianmin Yirentiandi 210.940.00 954,282.88 - - 1.165.222.88 -
Caizhiling store in Hahong Garden 1,179.473.00 - ~ - 2179.473.00 -
Caizhilin store in Wanfeng Garden 84.500.00 — — — 84.500.00 —
Guangzhou Chinese Medicine Factory GMP project 2955.874.12 64.261.20 2.850.531.80 152.263.52 §,340.00 —
Guangzhou Medicine Imp. & Exp. Co. ERP project 97.909.45 — — 97.909.43 -
Baidi thunder-proof project 26.249.13 — 26,249.13 - - —
Baidi GMP project 62.862.00 — - — 62.862.00 —
Baidi equipment installation 1.283.400.00 — — — 1,283.400.00 —
Baidi equipment installation 61.681.00 205.791.00 84.083.00 — 183.389.00 -
Huanye office building in development zone 246.936.00 — — - 246,936.00 —
Huanye solid preparation workshop project

in development zone 2,340,041.06 75.000.00 — — 2415041.06 —
Huanye operating desks for testing in development zone 64.675.58 61.653.93 - — 12632951 —
Huanye raw maierials workshop project

in development zone — 500.000.00 - - 500.000.00 —
Yingbang warehouse — 485411.24 — — 485.411.4 -
Yingkang building for GMP preparation and office — 9.845.777.81 - - 9.845,771.81 —
Yingkang GMP equipment purchase & installation

and technological renovation of workshops — 8.377.941.87 — - 8.377911.87 -
Qixing Xinchuangju office building 16,872,455.01 980.977.10 17.853.432.11 - — -
Tianbao purge renovation project for confection workshop - 250,000.00 — - 250,000.00 -
Tianbao cable renovation project for preparation workshop - 400.000.00 — — 400.000.00 —

306.008.588.83 05.911.086.80  156.368.120.49 §.450.72094  239.091.825.20 $0.000.00
e IS DTN NSRS SN  S————

3 At the end of the period the Group made provision for impairment for Zhong Yi dust removing project in a full amount of
80,000 because the project has been suspended for a long time and may not be resumed in the foreseeable future.

4) Capitalized interest expenses included in the construction in progress are as follows:
31st December Transferred Other 30th June
Project 2003 Addition to fixed asset reduction 2004

Guangzhou Chinese
Medicine Factory

GMP project 62,540.00 — — — 62,540.00
Yingkang building
for GMP preparation
and office — 36,049.00 — — 36,049.00
62,540.00 36,049.00 — — 98.589.00
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(2) Movement of Intangible Assets in the current period are as below:
Project 31st December Current  Accumulated 30th June
2003 Addition amortization  amortization 2004 Provision

Land use right of Nanzhou Road factory 3,786.878.29 - 44,188.83 55833654 3.742.689.46
Land use right of Renmin Road factory 2.310.736.19 — 2741431 40326012 2,283.341.88
Land use right of No.34 of Guanlv Road 34,641.01 — 445.09 6,678.03 34,195.92
Land use right of No. 32 of Duobao Road

Changhua New Street and Shiguili No. 3 1,201,796.00 — 34,332.00 29835800 1,167.464.00
Land use right of No. 77 of Shanmulan 171,005.98 — 1,992.00 30,186.02 169,013.98
Land use right of Conggui Road 210,743.29 - 2434.76 3718847 208,288.53
Land use right of No.15-29 of Ningxiheng Street 1.374.074.73 — 17,547.26 26153991 1,356.52747 -
Land use right of No. 194 of Beijing Road 2,103,897.15 — 23,625.81 282,309.74  2,080,271.34 -
Land use right of No. 1688 of Southern Guangzhou Avenue  23,585,391.88 - 27006174 369084378  23315,330.14 —
Land use right of No. 1688 of

Southern Guangzhou Avenue at the gate 26226147 - 3,091.75 66.648.30 259,169.72 —
Land use right of Songgang Factory 1,775,391.73 — 2219238 18,664,77065  1,753,199.35 -
Land use right of Nanhai Huanggi 3,229,630.94 — 41317.26 901686.32  3,188313.68 —
Land use right of Panyu Dongsha Development Distric 13,732,928.00 — 15947019 237356119 1357345781 —
Land use right of Guangzhou Baiyun

District Jiangeun factory 3,083,004.45 — 35,437.86 41543541 304765659 —
Land use right of Shi Er Pu New Street 3,185,007.75 - 47419.58 37145283 3,137.588.17 —
Land use right of Beijing Road No. 328 1,100,048.36 — 16.337.34 22327698 1.083.711.02 —
Land use right of He Ping West Road No. 136-138 1,393929.92 — 20.753.28 162,367.36  1373.176.64 —
Land use right of Huang Jin Wei 954.580.71 - 14212.14 111,328.43 940,368.57 —
Land use right of No.103 of Da Tong Road 14.792.137.76 — 4763612 3383436136 14544.501.64 —
Land use right of A area of Xin Zhou Warehouse 916,360,356 - 10,967.04 190,810.48 905,893.52 —
Land use right of B area of Xin Zhou Warehouse 2,265,011 14 - 2124180 43237166 2.243,769.3¢  480,700.24
Land use right of Sai Ba Kou Warehouse 336,511.16 — 4,025.16 70,032.00 332,486.00 -
Land use right of Chang An Warehouse 94,341.05 — 1.274.16 21,608.11 93.066.89 —
Land use right of Jin Fo Warehouse : 52,500.57 — 314.20 13,449.63 51.686.37 —
Land use right of No.85 of Shang Jiu Road 1.576,542.99 - 79,038.46 698,288.80  2.497.504.53 -
Land use right of No.26 of Hong Chang Street 238,366.73 - 3,090.48 53,769.75 235.276.25 —
Land use right of No.20 of Bao Hua Bei Road 131,857.06 — 2,044.86 33,778.80 129.812.20 —
Land use right of No.44 of Bing Jiang Xi Road 474,988.64 — 6.415.14 108,792.50 468.573.50 -
Land use right of No.54 of Xi Hua Road 19.171.60 — 21540 2,584.80 18.956.20 —
Land vse right of No.69 of Hong De Road 36,075.41 - 623.04 31527 55,452.37 —
Land use right of No.263 of Da Xin Road 283,931.58 — 4,126.92 50.348.34 279,804.66 —
Land use right of No.22 of Guang Zhi Road 93,813.05 — 1,363.00 16,581.95 92,450.05 —
Land use right of No.1 of Sha Yuan 3rd Street 31,938.92 — 463.95 5,645.03 3147497 —
Land use right of No.29 of Tong Fu Zhong

Lu Long Dao Tong Jin 23,269.57 - 338.03 411346 22.931.54 -
Land use right of No.12 of Fangcun Sai Ba Road 1,533,531.43 - 17,645.22 243,636.69  1,515.8860.21 —
Land use right of No.33 of Xin Gang

Zhong Road Chi Gang North Street 1,579,759.20 - 17.552.88 193,081.68  1.562.20632 —
Land use right of No. 5 of Panyu Dongsheng Factory 2,267419.10 — 30,390.60 841,069.41  2,237,028.50 —
Malotilate emulsion technology 1,462,500.00 — 75,000.00 11250000  1,387,500.00 —
Famciclovir soft capsule technology 456,000.00 — 24,000.00 48,000.00 432,000.00 —
New medicine technology transfer fee 949,996.00 — 50,004.00 100,008.00 §99,992,00 —
Hubei Ankang sales network and trademark use right — 1,200,000.00 30,000.00 3000000 1,170.000.00 —
Software of logistics project in Huangjinwei

warehouse of Guangzhou Pharmaceuticals Corporation — 5,005,079.55 83,417.99 8341799  4921.661.56 -
Trademarks of Yingkang series — 380772231 — — 380072231 -
Langcheng financial software 528,775.30 —_ 34,740.12 1,153,711.73 40403518 485,451.22

94,681,356.67 10,012,801.86 152872215 36.761,525.52 103.165,436.38  966.151.46

The Group provided provision for impairment of intangible assets at the shortfall of the collectable cash over the
carrying amount.
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19.

20.

21.

22,

Accounts payable

Interim Report

Of the balance as at 30th June 2004, no account is due to shareholders with 5% or more shareholding.

Advances from customers

Within the balance as at 30th June 2004 of this account, no advance is from shareholders with 5% or more shareholding.

Dividend payable
Name of shareholder

State shares
Domestic public shares

30th June 2004

30,780,000.00
4,680,402.71

35,460,402.71

Note

Paid in July 2004
Paid in July 2004

The balance as at 30th June 2004 was increased by 317133.03% than the balance as at 31st December 2003, representing
the unpaid declared dividends of the year 2003 to the domestic shares during the reporting period, the said dividends had

been paid in July 2004.

Taxes payable

Business tax

Value added tax

City construction tax
Enterprise income tax
Property tax
Withholding tax
Others

Other levies payable

30th June 2004

309,602.45
6,656,821.07
1,129,488.63

19,756,662.81

323,898.16
196,987.54
151,382.13

31st December 2003

912,882.34

(27.869,188.13)
948,807.24
44,824,745.71
273,815.82
2,318,100.42
196.227.07

21,605,390.47

30th June 2004 31st December 2003
Education surcharge 491,735.89 410,733.97
Urban dyke protection expense 2,424,790.37 2,216,500.01
Others 65,479.31 24,361.13
2,982,005.57 2,651,595.11
(h Paid at 3% of the payable amount of VAT, business tax and consumption tax.
(2) Urban dyke protection expense is paid at 0.05% of taxable revenue (VAT, Business tax, consumption tax and

resources tax) for commodities circulating wholesale enterprise, 0.09% for foreign-invested enterprises and

0.13% for the others.

Guangzhou Pharmaceutical Company Limited




26. Long-term loan

Lender

ICBC Guangzhou No. | Branch
ICBC Guangzhou No. 1 Branch
ICBC Guangzhou

Shisanhang Branch
China ConstructionBank

Liwan Branch

27. Payables due after one year
Creditor

Guangzhou Finance Bureau
Guangxi Finance Bureau
Others

28. Government grants payable

Period

2003.07.22—2005.07.21
2004.01.19-2006.01.18

2003.01.06-2006.01.02

2002.12.02-2005.12.02

Content

State dividends
State dividends

Interest rate
per annum

4.94%
4.94%

5.49%

5.44%

30th June 2004

2,733,854.00
2,264,426.47

[nterim Report

30th June 2004  Condition
20,000,000.00 Credit
20,000,000.00 Credit
59,500,000.00 Mortgage
27,680,000.00 Guaranty
127,180,000.00
31st December 2003
2,732,919.49
883,863,6_8

26,187.74

5,024,468.21

3,616,783.17

Content

Government appropriation as science and technology fund

30th June 2004
29,695,078.99

31st December 2003
28.,402,491.94

Interest subsidies of government 11,386,230.79 16,926,405.54
Special fund for development of technology export 1,567,019.07 925,000.00
GMP relocation project-draining project 640,000.00 640.000.00

43,288,328.85 46,893,897.48

29. Share Capital

31st December 2003 Addition Reduction 30th June 2004
Shares owned by the State 513.000,000.00 — — 513,000,000.00
Domestic public shares 78,000,000.00 — — 78,000,000.00
Overseas public shares 219,900,000.00 — — 219,900,000.00
810,900,000.00 — — 810,900,000.00
30. Capital Surplus
31st December 2003 Addition Reduction 30th June 2004
Share premium 916,129,772.47 —_— — 916,129,772.47
Provision for donation
in the form of non-cash 1,773,107.29 — —_ 1,773,107.29
Donation in the form of cash 219,652.84 — — 219,652.84
Transfer from appropriation 14,459,816.32 — — 14,459,816.32
Other capital surplus 186.615.960.40 1,066,935.10 — 187,682,895.50
Exchange gain on
foreign currency capital 373,893.09 — — 373,893.09
1,119,572,202.41 1,066,935.10 — 1,120,639,137.51

The current increase of capital surplus resulted from transfer of government appropriation of the subsidiary — Guangzhou
Pharmaceuticals Corporation.

Guangzhou Pharmaceutical Company Limited
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36.

37.

Profit from other operations

Income from other operations
Rental

Sales of raw material
Consultancy income

Storage and meeting income
Products promotion income

Income from managing member store

Trademark income
Others

Cost of other operations
Rental

Sales of raw material
Tax payable and sur-tax
Housing service fee
Others

Profit from other operations

Financial expenses

Interest expense
Interest income

Six months ended
30th June 2004

15,931,695.49
1,209,729.70
2,677,270.40
178,525.60
673,028.75
86,000.00
55,950.00
1,628,858.37

22,441,058.31

2,158,176.22
724,883.15
353,083.58
74,606.56
742,156.52

4,052,906.03

18,388,152.28

Six months ended
30th June 2004

20,652,106.09
(4,089,867.83)

Interim Report

Six months ended
30th June 2003

16,487,004.54
491,483.77
1,772,101.10
2,280,906.04

80,374.71
1.449,083.06

22,560,953.22

2,072,668.39
145,172.00
397,116.88
101,992.74
396,092.87

3,113.042.88

19,447.910.34

Six months ended
30th June 2003

17,712,685.44
(8.929,974.78)

Exchange loss 34,849.88 —

Financial institution charges 1,081,742.63 963,079.87

Others 6,150.00 164.04
17,684,980.77 9.745,954.57

The current financial expense was increased by 81.46%, because:

(1) The closing balance of long-term loans is increased by 20% than the beginning balance, leading to increase in

interest expense;
) Subsidiaries of the Group sold 200 million of accounts receivable to the bank, adding the interest expense of

discount.

Investment income

1. Short-term investment
Stock investment
Debt investment

2. Other equity investment
Cost method
Equity method

Guangzhou Pharmaceutical Company Limited

Six months ended
30th June 2004

1,157,131.60
(1,181,716.07)

391,450.95

(1,144,307,00)

(777,440.50)

Six months ended
30th June 2003

566.156.16
850,220.62

280,536.31

(1,820,286.80)

(123,373.71)
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VII. NOTES TO THE ACCOUNTS OF THE PARENT COMPANY (AMOUNTS ARE IN RMB UNLESS

OTHERWISE STATED)
1. Other receivables
30th June 2004
Proportion Bad debts Accrual
Aging Balance to the total provision proportion
Within 1 year 119,721,375.14 31.33% — —
1~2 years 55,754,549.35 14.59% — —
2~3 years 69,954,760.22 18.31% — —
3~4 years 68,210,378.37 17.85% —_ —
4~5 years 29,065,855.76 7.61% —_ —
Over § years 39,402,043.54 10.31% 502,043.54 1.27%
382,108,962.38 100.00% 502,043.54 0.13%
31st December 2003
Proportion Bad debts Accrual
Aging Balance to the total provision proportion
Within 1 year 129,998,940.69 40.65% — —
~ 1~2 years 24,461,984.40 7.65% — —
2~3 years 82,625,413.97 25.84% — —
3~4 years 22,298.715.76 6.97% — —
4~5 years 59,900,000.00 18.73% — —
Over 5 years 502,843.54 0.16% 502,043.54 99.84%
319,787,898.36 100.00% 502.043.54 0.16%
The above other receivables included 6,087,542.19 due from the Holding.
Long-term equity investments
Equity
pickup Accumulated
Holding during current equity 30th June
Name of investee percentage Cost period pickup 2004
Guangzhou Xingqun Pharmaceutical Co., Ltd. 88.99% 12532231871 (11.351,575.71)  43,833,299.69  169,155,618.40
Guangzhou Zhongyi Pharmaceutical Co., Ltd. 9036%  156,209,321.79 (3.681,092.11)  140,724,213.10  296.933.534.89
Guangzhou Chenliji Pharmaceutical Factory 100.00% 98.465,344.60 (3,272,995.11) 87.806,909.20 186,272,253.80
Guangzhou Hanfang Modern Chinese Patent
medicine Research & Development Co., Ltd. 54.04% 45,000,000.00 (68,543.51)  (6,589,110.66)  38,410,889.34
Guangzhou Qixing Pharmaceutical Factory 100.00% 126,775,482.62 (158,524.28) 36,254,261.87 163,029,744.49
Guangzhou Jing Xiu Tang Pharmaceutical Co., Lid. 88.40% 101,489,814.94 1,718,731.37 (10,898,306.36) 90,591,508.58
Guangzhou Pangaoshou Pharmaceutical Co., Lid. 87.77%  144,298,132.51 {2.916,353.19) 8,566,875.17  152,865,007.68
Guangzhou Wanglaoji Pharmaceutical Co., Ltd. 92.48%  102,035,12444  (3,234813.68) 2547225015 127,507.374.59
Guangzhou Pharmaceuticals Corporation 90.09%  230,189,155.53 (306,254.19)  121,862,828.47 352,051,984.00
)

Guangzhou Chinese Medicine Corporation 100.00% 69.051,978.34  (47.356,179.77)  (24,177.019.13)  44.874.959.21
Guangzhou Pharmaceutical Import &

Export Corporation 100.00% 17.957,328.73 512,907.33 2.376,751.07 20,334,085.80
Guangzhou Bio-Technology Co., Ltd. 94.86% 66.500,000.00  (3.,292.395.30)  (10,135900.62)  56.331439.36
Guangzhou Huanye Pharmaceutical Co., Ltd. 59.70% 15,331,246.76 26,649.97 7480.75 15.289,110.45
Guangzhou Pharmaceutical Holdings Limited

Yingbang Marketing Co., Lid. 51.00% 3,888,713.99 313.801.23 313,801.23 4,122.048.16
Guangxi Yingkang Pharmaceutical Co., Ltd. 51.00% 21,717,000.00 (31,190.62) (31,190.62) 21,667.016.89
Golden Eagle Asset Management Co,,Ltd. 20.00% 20,000,000.00 (752,023.10) (5,423,399.70) 14,576,600.30
Jihua Medical Apparatus Company Limited 24.00% 4,200,000.00 (182,073.11) (1,210,020.32) 2,989,979.68
Guangzhou Jinshen Pharmaceutical

Technology Co., Ltd. 38.00% 765,000.00 — - 765,000.00
Nanhai Nanfang Packaging Co., Ltd. 21.42% 30.000,000.00 - - 30,000.000.00
Guoyao Group Industrial Co., Ltd. 10.00% §.000,000.00 - — 3,000,000.00
Everbright Bank 0.30% 10.725.000.00 — — 10,725,000.00

Guangzhou Pharmaceutical Company Limited

(13,971,817.78)

408,753,729.29  1.806,493.175.62
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(2) Registered capital (paid-in capital) of related parties with control relationship and its change
31st December 30th June
Name 2003 Addition Decrease 2004

RMB 000 RMB 000 RMB 000 RMB'000

Guangzhou Pharmaceutical Holdings

Company Limited 1,007,700 —_ — 1.007,700
Guangzhou Xingqun Pharmaceutical Co., Ltd. 77,170 — — 77,170
Guangzhou Zhongyi Pharmaceutical Co., Ltd. 166,000 — — 166,000
Guangzhou Chenliji Pharmaceutical Factory 94,000 — — 94,000
Guangzhou Qixing Pharmaceutical Factory 82,420 — — 82,420
Guangzhou Jing Xiu Tang Pharmaceutical Co., Ltd. 86,230 — — 86,230
Guangzhou Pangaoshou Pharmaceutical Co., Ltd. 64,440 — — 64,440
Guangzhou Wanglaoji Pharmaceuticaj Co., Ltd. 106,380 — — 106,380
Guangzhou Pharmaceuticals Corporation 222.000 —_ — 222,000
Guangzhou Chinese Medicine Corporation 69,700 — — 69.700
Guangzhou Pharmaceutical

Import & Export Corporation 15,000 — — 15,000
Guangzhou Huanye Pharmaceutical Co., Lid. 6.000 — — 6,000
Guangzhou Hanfang Modern Chinese Patent

medicine Research & Development Co., Ltd. 83,280 — — 83,280
Guangzhou Bio-Technology Co., Ltd. 70,100 — — 70,100
Guangzhou Pharmaceutical Holdings Limited

Yingbang Marketing Co., Ltd. 18.410 — — 18,410
Guangxi Yingkang Pharmaceutical Co., Ltd. 11,250 26,090 —_ 37,340

3 Shareholding or equity interest held by related parties with control relationship and its change
31st December 2003 Addition Decrease 30th June 2004
Name Amount % Amount % Amount % Amount %
RMB 000 RMB'000 RMB 000 RMB 000
Guangzhou Pharmaceutical

Holdings Company Limited 513,000 63.26 — — — — 513.000 63.26
Guangzhou Xingqun

Pharmaceutical Co., Ltd. 68.670 88.99 — — — —_ 68,670 88.99
Guangzhou Zhongyi

Pharmaceutical Co., Lid. 150,000 90.36 - = — — 150.000 90.36
Guangzhou Chenliji

Pharmaceutical Factory 94,000 100 — — —_ —_ 94,000 100
Guangzhou Qixing

Pharmaceutical Factory 82,420 100 — - — — 82,420 100
Guangzhou Jing Xiu

Tang Pharmaceutical Co., Ltd. 76,230 88.40 — — — — 76,230 88.40
Guangzhou Pangaoshou

Pharmaceutical Co., Ltd. 57,440 87.78 — — —_ — 57,440 87.78
Guangzhou Wanglaoji

Pharmaceutical Co., Ltd. 98,380 92.48 — — — — 98,380 92.48
Guangzhou Pharmaceuticals

Corporation 200.000 90.09 — — — — 200,000 90.09
Guangzhou Chinese

Medicine Corporation 69.700 100 — — — — 69,700 100
Guangzhou Pharmaceutical

import & Export Corporation 15,000 100 — — — — 15,000 100
Guangzhou Huanye

Pharmaceutical Co.. Ltd. 3.580 59.70 — — — — 3,580 59.70

Guangzhou Hanfang Modern
Chinese Patent medicine
Research & Development

Co., Ltd. 45,000 54.04 — — — — 45.000 54.04
Guangzhou Bio-Technology
Co., Ltd. 66,500 94.87 — — — — 66,500 94.87

Guangzhou Pharmaceutical
Holdings Limited Yingbang

Marketing Co., Lid. — —_ 3.890 51 - — 3.890 51
Guangxi Yingkang
Pharmaceutical Co., Ltd. — — 21,720 51 — — 21,720 51

Guangzhou Pharmaceutical Company Limited




Sales of goods

Company name

Guangzhou Qiaoguang Pharmaceutical Factory
Guangzhou Mingxing Pharmaceutical Factory
Guangzhou Tianxin Pharmaceutical Company Limited
Guangzhou Hejigong Pharmaceutical Factory
Guangzhou Guanghua Pharmaceutical Company Limited
Guangzhou Sanitation Production Factory

Gunagzhou South-China Medical Appliance Co., Ltd.
Guangzhou Pharmaceutical Goods and Supply Company
Guangzhou Pharmaceuiical Economic Development Company
Guangzhou Zhongfu Medical Company Limited
Guangzhou Medical Industry Research Center
Guangzhou Baiyunshan Pharmaceutical Factory
Guangzhou Baiyunshan Chinese Medicine Factory
Guangzhou Baiyunshan External Use Medicine Factory

The above sales are all based on the price approved by government authority or usin

with the regulations set by government authority.

Receivables and payables

Accounts receivable:

Guangzhou Qiaoguang Pharmaceutical Factory
Guangzhou Mingxing Pharmaceutical Factory
Guangzhou Tianxin Pharmaceutical Company Limited
Guangzhou Hejigong Pharmaceutical Factory
Guangzhou Guanghua Pharmaceutical Company Limited
Guangzhou Sanitation Production Factory

Guangzhou Pharmaceutical Economic Development Company
Guangzhou Zhongfu Medical Company Limited
Guangzhou Baiyunshan Pharmaceutical Factory
Guangzhou Baiyunshan Chinese Medicine Factory
Guangzhou Baiyunshan External Use Medicine Factory

Accounts payable:

Guangzhou Qiaoguang Pharmaceutical Factory
Guangzhou Mingxing Pharmaceutical Factory
Guangzhou Tianxi Pharmaceutical Company Limited
Guangzhou Hejigong Pharmaceutical Factory
Guangzhou Guanghua Pharmaceutical Company Limited
Guangzhou Sanitation Production Factory

Gunagzhou South-China Medical Appliance Co., Ltd.
Guangzhou Pharmaceutical Goods and Supply Company
Guangzhou Pharmaceutical Economic Development Company
Baolian Development Company Limited

Guangzhou Zhongfu Medical Company Limited
Guangzhou Medical Industry Research Center
Guangzhou Baiyunshan Pharmaceutical Factory
Guangzhou Baiyunshan Chinese Medicine Factory

Guangzhou Pharmaceutical Company Limited

Six months ended
30th June 2004
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Six months ended
30th June 2003

RMB’000 RMB 000
20,674 16,114
393 14
8,659 7.584
732 963
1,567 64
692 690

— |

13 —

— 99

— 1,007

— 24
5,196 13,347
514 720
344 —
38,784 40,626

=]

Six months ended
30th June 2004
RMB’000

15,780
284
3,829
224
628
509

9,629
1,011
14

1,443
1,377
558
106
1,226
422

470

5,833
67

90
159

¢ the method in accordance

Six months ended
30th June 2003
RMB'000

5572
288
3,140
18
434
329
26
188
7,766
852

987
487
438
106
782
962

23

22

17
361

18
47
297
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8. Prepaid rental

Pursuant to the Premises Agreement entered into by the Company and the Holding on 28th August 1998, the
Holding agreed to grant the Company the right to use certain units of the new office building it had built. The
rental payable by the Company will be determined by reference to a 38% discount on the market rental rate at
the time the formal tenancy agreement is signed. As the Holding requires funds for constructing the new office
building, the Company made an advance payment of RMB6,000 thousand to the Holding during the year. The
advance payment shall be used by the Holding exclusively for the construction of the new office building and
shall offset the rental for the premises payable to the Holding by the Company. The rental period shall be the
longer of not less than 10 years or until the prepaid rental is fully offset. By 30th June, 2004, the balance of
prepaid rental is RMBS5,172 thousand.

9. The Company signed Property Trading Contract with the Holding on 6th February 2004, in which the Holding
transferred 51% of shares of Guangzhou Pharmaceutical Holdings Limited Yingbang Marketing Co., Ltd. to the
Company. On 27th February 2004 the Company paid 3,888,713.99 for the stock transfer on a lump sum basis to

the Holding, thus obtained 51% shares of Guangzhou Pharmaceutical Holdings Limited Yingbang Marketing
Co., Ltd..

X. CONTINGENT EVENTS
Up to 30th June 2004, there are no material contingent events in the Group.
XI. COMMITMENTS

Up to 30th June 2004, material commitments of the Group are as follows:

30th June 2004  31st December 2003

RMB'000 RMB’000

Contracted but not provided for construction in progress )
and machinery and equipment 226,711 231,001
Commitment approved but without contract signed 143,237 135,692

XII. NON-ADJUSTING EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

Up to the report date, there are no material non-adjusting events occurring after the balance sheet date in the Group.
XIIi. DEBT RESTRUCTURING EVENTS

Up to 30th June 2004, there are no debt restructuring events in the Group.
XIV. NON-MONETARY TRANSACTIONS

Up to 30th June 2004, there are no material non-monetary transactions in the Group.

Guangzhou Pharmaceutical Company Limited
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For the six For the six
months ended months ended
30th June 2004 30th June 2003
(Unaudited) (Unaudited)
RMB’000 RMB’000
Net profit under PRC Accounting
Standards and Systems: 31,809 93,613
Amortisation of intangible asset capitalised 1 (5,223) (5,223)
Additional depreciation on revalued fixed assets 2 (988) (988)
Research and development cost overcharged — 3,062
Government subsidies recognised as revenue 3 1,100 —
Provision for employee benefits 4 2,738 999
Deferred taxation credit / (charge) S 7,449 (1,426)
Reversal of bad debts provision —_ 1,042
Difference in minority interests 6 (2,809) 23
Profit attributable to shareholders under HK GAAP 34,076 91,102
Explanation for difference
1) This is an amortisation of staff quarter reform costs incurred by the Group prior to 2000 in relation to purchases of staff

quarters by its employees. Under HK GAAP, such cost are recognised as an asset and are subject to amortisation on a
straight line basis over a period of not more than 10 years to reflect the estimated remaining average service life of its
employees in which the related economic benefits are recognized. Under PRC accounting standards and systems, the
staff quarter reform costs are written off against retained earnings when it incurred.

2) The Group’s fixed assets were revalued by the international valuers in 1997 for the purpose of listing of the Company’s
H shares. Although the revaluation has been taken into the accounts of the Group prepared under HK GAAP, this is not
acceptable to the accounts prepared under PRC Accounting Standards and Systems. Accordingly, the depreciation charge
under HK GAAP is higher than that calculated under PRC Accounting Standards and Systems as the depreciation charge
under HK GAAP is based on the revalued amount of fixed assets.

3) Government subsidies are recognised as capital reserve in the accounts prepared in accordance with PRC Accounting
Standards and Systems. Under HK GAAP, government subsidies are recognized as other income in the profit and loss
account and are transferred from profit after taxation to capital reserve.

4) On 1st December 2001, the Group has participate in a medical insurance scheme set up and managed by the Guangzhou
People’s Municipal Government as required by the Provisional Rules of Medical Insurance issues by the Guangzhou
People’s Municipal Government. Medical insurance relating to contributions accrued for the past service rendered by
the retired and retiring employees are recognized as expenses in prior years under HK GAAP. However, in the accounts
prepared under PRC Accounting Standards and Systems, medical insurance for the past service is recognised as expenses
on cash basis. Cash basis is not acceptable to HK GAAP.

5) The Group has not made provision for deferred tax in the accounts prepared in accordance with PRC Accounting Standards
and Systems. Under HK GAAP, deferred tax is accounted for using the balance sheet liability method on all taxable
temporary differences for deferred tax liability, and to recognise deferred tax assets to the extent that it is probable that
taxable profits will be available against which deductible temporary differences can be utilized.

6) This is resulted from the above difference in the accounts prepared under PRC Accounting Standards and Systems and
HK GAAP.

Guangzhou Pharmaceutical Company Limited .
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CONDENSED CONSOLIDATED BALANCE SHEET
AS AT 30TH JUNE 2004 AND 31ST DECEMBER 2003

Unaudited Audited
30th June 31st December
2004 2003
Note RMB’000 RMB’000
Non-current assets
Intangible assets 7 61,045 61.483
Fixed assets and construction in progress 7 1,599,149 1,537,846
Interests in associated companies 6,342 5,292
Investment securities 68,714 68,873
Deferred tax assets 14 63,657 56,533
1,798,907 1,730,027
Current assets
Inventories 846,593 1,067,900
Trade and other receivables 8 1,610,099 1,289,775
Trading securities 18,840 49,500
Bank balances and cash 861,061 816,889
3,336,593 3,224,064
Current liabilities
Trade and other payables 9 1,438,111 1,271,128
Taxation payable 19,757 44,825
Current portion of long-term liabilities 10 20,000 30,000
Short-term bank loans 11 689,120 664,230
2,166,988 2,010,183
Net current assets 1,169,605 1,213,881
Total assets less current liabilities ‘*2%85_12 w
Financed by:
Share capital 12 810,900 810,900
Reserves 1,725,939 1,740,517
Shareholders’ funds 2,536,839 2,551,417
Minority interests 210,838 182,627
Non-current liabilities
Long-term liabilities 10 127,180 107,180
Employee benefits 13 50,155 58,858
Deferred tax liabilities 14 43,500 43,826
23968,512 2,943,908
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED 30TH JUNE 2004

Unaudited
Six months ended 30th June

2004 2003

RMB’000 RMB 000

Net cash inflow from operating activities 126,797 44,982

Net cash used in investing activities (117,296) (174,323)

Net cash inflow from financing activities 34,671 22,700

Increase/(Decrease) in cash and cash equivalents 44,172 (106,641)

Cash and cash equivalents at 1st January 816,889 998,784

Cash and cash equivalents at 30th June 861=061 892,143
Analysis of balances of cash and cash equivalents:

Bank balances and cash 86]12061 892,143

Guangzhou Pharmaceutical Company Limited @




Turnover
External
Iaternal

Total
Segment results

Unallocated costs

Operating profit

Finance costs

Share of profits less losses of
Jointly controlled entities
Associated companies

Profit before taxation
Taxation
Minority interests

Profit attributable to shareholders

3 Operating profit

Six months ended 30th June 2003

Interim Report

Import

Manufactoring Wholesale Retail and export Elimination Group
RMB’000 RMB 000 RMB000 RMB’000 RMB000 RMB'000
970,509 2,315,062 190,793 101,068 — 3,577432
27.122 109,939 4,140 — (141,201) -
997,631 2,425,001 194,933 101,068 (141,201) 3,577.432
143,929 45,386 6,175 1.693 (13,113) 184,070
(6.665)

177,405
(15,607)
(225) (225)

161 161
161,734

(62,227)

(8,405)

Operating profit is stated after charging the following:

Depreciation and amortisation of fixed assets

Amortisation of intangible assets
Loss on disposal of fixed assets
Impairment charge of investment securities

Write-down of inventories to net realisable value

Staff costs

4 Taxation

91,102

Six months ended 30th June

2004
RMB’000

57,172
5,446
2,057

752
24,494
299,976

2003
RMB’000

48,172
5,223
1,676

284,583

Enterprise income tax of the People’s Republic of China (the “PRC”™) has been provided at the rate of 33% (2003: 33%) on the
estimated assessable profit for the period. Companies comprising the Group that are incorporated outside the PRC are liable to

pay income tax on their taxable income in accordance with the tax laws of the countries in which they operate.

The amount of taxation charged to the condensed consolidated profit and loss account represents:

Current taxation

— PRC enterprise income tax

Deferred taxation relating to the origination and

reversal of temporary differences

Share of taxation attributable to associated companies

Taxation charge

Guangzhou Pharmaceutical Company Limited

Six months ended 30th June

2004
RMB’000

52,938
(7,450)

45,488

45,488

2003
RMB'000

60,757
1,426

62,183
44

62,227
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Trade and other receivables (Continued)

Interim Report

Note: The ageing analysis of the trade receivables net of doubtful debt provision at 30th June 2004 is as follows:

30th June 2004

RMB’000
Within 6 months 1,130,992
6 months to | year 43,684
Over | year 35,475
1,210,151

Trade receivables generated from credit sales generally have credit terms of one to three months.

Trade and other payables

30th June 2004

RMB’000
Trade payables (Note) 892,470
Other payables and accrued charges 529,047
Due to ultimate holding company and fellow subsidiaries 16,594
1,438,111

Note: The ageing analysis of the trade payables at 30th June 2004 is as follows:

30th June 2004

RMB’000

Within 1 year 841,376
1 year to 2 years 19,444
Over 2 years 31,650
892,470

Long-term liabilities

30th June 2004

RMB’000
Bank loans

Secured 59,500
Unsecured 87,680
147,180
Less: current portion of long-term liabilities (20,000)
127,180

At 30th June 2004, the Group's bank loans were repayable as follows:
Within one year 20,000
In the second year 67,680
In the third to fifth year 59,500
147,180

Guangzhou Pharmaceutical Company Limited

31st December 2003
RMB’000

860,302

53,452
16,974

930,728

31st December 2003
RMB’000

857,682

399,684
13,762

1,271,128

31st December 2003
RMB’000

811,038

17,399
29,245

837,682

31st December 2003
RMB’000

59,500
77,680

137,180
(30,000)

107,180

30,000
47,680
59,500

137,180
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[(9) Medical insurance scheme

As required by the Provisional Rules of Medical Insurance issued by the Guangzhou People’s Municipal Government
effective on Ist December 2001, it is mandatory for the Company and its subsidiaries in Guangzhou City to participate
in a medical insurance scheme set up and managed by the Government. Employees, included those retired employees,
can be benefited from the medical insurance scheme around one month after the registration date.

The Group’s annual obligations for payment of this medical insurance contribution is based on 7.5% to 8.0% of the
preceding year’s average annual salary of the Group or the preceding year’s average annual salary of Guangzhou City,
depending on the length of the employment period of the employee concerned.

(d) Housing allowance scheme

Pursuant to the resolution passed at the directors’ meeting on Ist July 2002, the Group developed and implemented a
housing allowance scheme, which took effect on Ist July 2002. The scheme allows the Company and its subsidiaries in
the PRC to pay its employees housing allowance if the Company and its subsidiaries are able to meet the budgeted after-
tax profit as determined by the Board of Directors. The final housing allowance payable however is limited to the difference
between the actual and budgeted after-tax profit of the Company.

14 Deferred taxation

Deferred taxation is calculated in full on temporary differences under the liability method using a principal taxation rate of 33%
(2003: 33%).

The movement on the deferred tax liabilities/(assets) account is as follows:

30th June 2004 31st December 2003
RMB’000 RMB’000
At the beginning of the period/year (12,707) (26,589)
Deferred taxation (credited)/charged to
profit and loss account (7,450) 13,882
At the end of the period/year (20,157) (12,707)

The movement in deferred tax assets and liabilities during the period is as follows:

Deferred tax assets Provisions Tmpairment of assets Employee benefits Others Total
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
RMB'000  RMB'000  RMB'000  RMB'000  RMB’000  RMB'000  RMBG00  RMB'000  RMB'060  RMB’000
At Ist January {19,171) (25,335) {7,349) (18.699) (21,764) (23.387) (8.249) (3.041) (56,533) (72.462)
{Credited)/charged to
profit and loss account (2,986) 6.164 (2,549) 11.350 650 1.623 (2,239) (3,208) (1,129) 15,929
At 30th June 2004/
31st December 2003 (22,157} (19.171) (9,898) (7,349) (21,114) (21,764) (10,488) (8.249) (63,657) (56,533)

Research and

Deferred tax liabilities Fixed assets revaluation development expenses Total
2004 2003 2004 2003 2004 2003
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB'000
At 1st January 43,826 44 478 — 1,395 43,826 45,873
Credited to profit and
loss account (326) (652) — (1,395) (326) (2,047)

At 30th June 2004/
31st December 2003 43,500 43,826 — — 43,500 43,826

Guangzhou Pharmaceutical Company Limited
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17 Related party transactions
Significant related party transactions, which were carried out in the normal course of the Group’s business are as follows:

Six months ended 30th June

2004 2003
Note RMB’000 RMB’000
Ultimate holding company
Licence fee expense a 4,310 3,536
Service fee expense b 450 426
Welfare facilities fee expense c 135 198
Rental expense d 907 1,297
Capital contribution to a
subsidiary of the Company e 3,889 25,634
Jointly controlled entities
Sales of semi-finished goods f — 551
An associated company
Sales of finished goods f _ 1,007
Purchases of finished goods
and raw materials f 67 —
Fellow subsidiaries
Sales of finished goods
and raw materials f 38,784 48,318
Purchases of finished goods
and raw materials f 60,883 81,434
(a) Pursuant to the Trademark Licence Agreement entered into by the Company and Guangzhou Pharmaceutical Holdings

Limited (“GPHL”), its ultimate holding company, on tst September 1997, GPHL has granted the Company and its
subsidiaries, an exclusive right to use 38 trademarks owned by GPHL for a term of 10 years. The Company agreed to pay
a licence fee for the use of the trademarks at 0.1% of the aggregate net sales of the Company and its subsidiaries.

(b) Pursuant to the Composite Services Agreement entered into by the Company and GPHL on Ist September 1997, GPHL
agreed to provide certain welfare facilities to the Group. The Group agreed to be responsible for the operation, management
and maintenance of the facilities and pay a welfare facilities fee equal to GPHL’s total depreciation charges of the
welfare facilities in the year ended 31st December 1997 plus a 10% annual increment based on the welfare facilities for
the previous year. The Composite Services Agreement will expire on 31st December 2007.

(c) Pursuant to the Accommodation Services Agreement entered into by the Company and GPHL on Ist September 1997
and supplemented by a notice dated 31st December 1997, GPHL has agreed to continue to provide staff quarters to the
employees of the Group. The Company agreed to pay a service fee equal to 6% per annum on the net book value of the
relevant staff quarters. The Accommodation Services Agreement will expire on 31st December 2007.

(d) Pursuant to the Tenancy Agreement and the Office Tenancy Agreement both entered into by the Company and GPHL on
6th February 2004, GPHL has granted to the Group the right to use certain premises such as warehouses and offices for
a term of three and a half years at a fixed annual rent and is subject to the adjustment of standard rent as prescribed from
time to time by Guangzhou Real Estate Administration Bureau, plus utilities and other outgoings which are payable
based on actual consumption. The agreement will expire on 31st August 2007.

(e) During the period, the Company had acquired 51% equity interest in GGYMCL from GPHL in the form of cash.

® The sales and purchases transactions with jointly controlled entities, an associated company and fellow subsidiaries
were at terms similar to those transactions with other third parties.

Guangzhou Pharmaceutical Company Limited
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4-5% 7,191,215.04 0.77% 6,652,596.13 92.51%
SERLE 18,862,568.76 2.02% 18,862,568.76 100.00%
933,909,171.48 100.00% 55,547,492.63 5.95%

LR AT WA AL T SB(E5%) U L F IR A KK o
(2) REWHE SRR S 2 S M A% /588,621,037.327T » (EREWUREEAENIT.27% -

(3)  FEUCRFER B ICENIEI30.53% 2 i AR HEEEFIRIEN R R B ER RIRE S E— S0
Bl B AR MERTE -

4y AT B ORFORIRIL 1685 - 3,172,971 8270 - AW R BB S -

B R R




10.

HRBMA ITBAT

XH WA Tk R Iy
TR E 1,625,078.38 — 3,697,330.09 —
bt # 82,803,897.12 298,752.78 80,703,963.41 298,752.78
TERE 49,773,271.96 — 62,052,049.41 —
& 65,041,895.97 111,066.72 80,545,553.20 111,066.72
RERE ) 1,802,319.11 — 1,916,496.77 —
Y 29,257,556.51 — 32,111,255.96 —
ZEMIWE 551,005.38 — 600,394.57 -
[ 77 639,333,024.56 24,944,343.00 802,786,887.82 449.914.69
Hitr 1,544,686.13 — 3,885,332.06 —
871,732,735.12 25354,162.50  1,068,299,263.29 859,734.19

() AREFEREER - RSN S & RS0 A 0 A B T B (AL A B 2E B T 7 BBk e

1425,354,162.507T °

() TRBHUER LERIEN2,849.07% EZRAL T T 7l — BN T EE A R R R IR R » 304007 Jatwt

BT BAGUEM2 A49 B TTRTEL -

5% 3idiil

FH SEHE A S8 Im AW E S ok B i

AR E 1,816,749.55 491,979.69 1,365,769.26 942,959.98

HAGE 126,433.28 738,768.80 772,673.06 92,529.02

5 6,239,158.00 7,116,134.00 9,829,797.01 3,525,494.99

FFEMETEE 82,396,108.92 160,883,169.93 167,047,680.07 76,231,598.78

Hith 721,905.31 5,332,209.35 2,044,585.63 4,009,529.03
91,300,355.06 174,562,261.77 181,060,505.03 84,802,111.80

EABEERBDERAA
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RIABHEREA MBI RLT

Y3} £ BiEs R
BRRATNLH mAH B M LHEE WALHES (G
BRE=HEEERAHE 1,260,144.45 — (261,418.37)  1,260,144.45  [1}
BN EEEERAE 1,651,386.94 (56,508.97) 1,251,386.94 —
THENMEREFRALR 615,000.00 — — —
BNEEEEERERARAR 208,571.44 (137,637.58) (755,378.56) —
FMHRET PEERIEERAR 316,321.86 (30,740.69) {123,678.14) —
PEREEFEBE)ERAH 320,843.90 9,094.58 (196,086.43) —
FHBEGHAHRAF 264,000.00 — — —
B RSB AR 243,721.51 (6,278.49) (6,278.49) —
F M TR 2 R L B B 218,399.05 58,399.05 -
BT R BEREL S AT 119,700.00 — — —
EMBELERERAF 14,576,600.30 {752,023.10) (5,423,399.70) -
BERHEEMELERAA 2,989,979.68 (182,073.11) (1,210,020.32) -
BN & R A R A 765,000.00 — — —
HENE A EERRAHE 30,000,000.00 — — —
BEEMTERMBERAR 8,000,000.00 — — —
M FEE = M PR A 1,000,000.00 — — —
FHTHEEREYERAR 583,959.49 (286,963.76) (3,016,040.51) 52255395  [2]
HEEPELEARALA 362,826.38 — — —
BB R AT 362,750.00 — — —
HE SRR 10,725,000.00 - - -
FEMEEERARRAERAT 1,213,902.10 — — —
BOMREHER R AT 843,490.01 — — — 4
MY BEFRAR 258,715.36 — — — [
BNEERHEHARA T 2,333,544 88 — — — 6]
B ERELEARTEAF 732,907.17 — — - 7
79,966,764.52 (1,443,131.12) (9.682,514.53)  1,782,698.40
RAMEERHFRAA




13.

R, 06 1 1 ERBRE A3 Im 3 A WA H W&
EREREEY 18,139,824.50 — — 18,139,824.50
BaR il 7,239,412.42 — 91,621.99 7.147,790.43
B 278,067.41 — 9,046.84 269,020.57
EASRRA — — — —
N 129,520.14 — — 129,520.14
B EREEE — — — -

25,786,824.47 — 100,668.83 25.,686,155.64

(n T EM R ELEMAREEEREN LSS 156,368,129.497C -

2) BECEZZMESA=Z+HIE  AEBLEE 10548 T FEREE - 11,8408 0 E T EREER - Ak

BURATHR A G (B3 -

3)  ASERAREAREERE - BB RUBESFEEEECATIE S EEREmEEYEEEE - KHE
A ] g RS AR 1AV (B A 22 SRR B AR (M 25,686,155.64 7T

i LH
(h  ERLEWHENT :
TR4RK

EHG B RME
ERUHEM=fITRE
ERBEHE IR
h—ERETE

R EHRE S
Bz S iR

s i b R 4R U
B R TR
B2 R B B

B ERERNE TR
BEERHEEIETE
B R Y
BT g
ERRMEEIR

WA BTN
WEETH TR
WiEERBELEERER
WEEBREGAERERER
BERGMP IRt
WiEEEMGMPIE
BB T K R TR
EERENTE
BEECMPHE TR
FEHERAGESE LR
TEHEUBCMPEE TR
TEEGKEHEEIE TR
TEHHEEIR
TEERREMRETIR
TEERBIERY

TEH BRI RE R
TEHARATAEE

BB AR

243,688,046.72
16.835,778.76
465,000.00
197.030,000.00
126,000,000.00
29.100,000.00
4,000,000.00
38.,000.00
200,000.00
4,900,000.00
118,840,000.00
3,786,349.50

12,821,045.48
11,339,612.77
30,300,000.00

4,196,978.09

104,910,000.00
1,000,000.00
23,000,000.00
400,000.00
600,000.00
1,700,000.00
11,000,000.00
17,800,000.00
250,000.00

BEEE

TREAN

BERE TSR
HEE2REMBIBEER 78%
BEEE%E 100%

BFEZ 100%

HHEES —

SRBRE ST RBUT R 52%
HAEs 101%

HEHESE —
BEEERERES 82%
BEES 115%

BHES 95%

BERESE 60%

HEE® 1%

B E S R ER 439
B E S R 165%
HEEBS REBBRHHET —
HEES —
BEEERFERES 100%
HEESKERES 100%
HEES RS RBHER 28%
HEYZ 97%

HEESE —

BEEE —

RS RO U I K 82%
BHE%E 109%
BEEERERBEMER 113%
BHESE 140%

Bf&S 67%

BERES 136%
BEEERFRES 87%
BRES R BBHER 56%
EHES 4%
BAEERDABRAR
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)

TERTEAPEHNT

IRs8

EHBHERNE
ERNBEN=NIE
ERREEM-BTE
P-BELE
F-ERBRE RN
HERSHEE
R RN RRER
BEAELAYTER
HEEE SRR
BEERBETR
FEEEANELR

HE i RERY

ER RS
ErREEELR

ot Eh R
HBETURRE
BBERHELEES
BEREREENLEELER
HEECMPT Ry

R EETEHRGMPIEE
ngETkEER
FERERRE
EHEGMPHETE
TEERREETR
T#EUMOMPER TR
TEEGAERSTETR
TEAEBHENETE
TEHEEREMSETR
TEHELHER
TEEREERREA AT
TEHHEAREER
BEATNELENARESL
BEFAKH
REHHATCETH
REHEYUTER
PESRBGMPTE
REEHIERPER
FEHTIR
FHOMPHE L
FaRELs
Rafks
BERBERLETH
RERREEBUNERTIE
BEFHERNE
BERBERNEEY IR
BRAELE
BECMPRABASLR
BECMPRERER R REMAY
FESOSLEHAG
FRERENS IR
FRUHEHERNETR

KB ARHA A BAR

FME MEE O WERE AWBR NP FRR BEBA
1,12768668 130612287 116004153 - 435960 186040842 -
16.364,402.13 354,314.14 - - — 1691871629 -
450,446.32 - - - - 450446.32 -
80,000.00 - - - - §0.000.00 80.000.00
7474340045 20.510,795.98 - - —  95254.196.43 —
1,336,275.76 - 25106542 = 1,085210.34 - -
7,692.00 - - - - 7.692.00 -
13.306,720.51 48825740 - - — 137949779 -
192324886  2.671.493.19 - - — 459474205 -
36,100.00 - - - - 36.100.00 -

et 120,000.00 - - - 120.000.00 -

— 45.029.00 - - - 45,029.00 -
40.110.014.39  8994.039.89 - - —  49,104.054.28 -
1,253927.00  2,467.649.60 935,483.00 - —  2,786.093.60 -
211979860 1.657.968.78 - - — 377716738 -
50.000.00 - - - - 50.000.00 -
3,952.666.48 63.500.00 - - — 401616648 -
6.832.257.64 398.833.45 - - — 123109109 -
1,727.864.16 - - - —  1727864.16 -
295555343 55,000.00 - - — 301055343 -
558,281.00 - - - - 558,281.00 -
- 71,410.00 - - - 71.410.00 -
65.603,308.09 1899992538  §4,324,603.47 - 78.570.00 - -
394,000.00 100,000.00 - — - 494.000.00 -
—  3,170,756.89 76.600.00 - —  3.094,156.89 -
597,100.39 316.200.00 - - — 913,302.39 -
101,851.96 33173435 - - - 433,586.31 b
- 450,782.69 - - - 450,782.69 -

100.000.00 - - - - 100,000.00 -
379.435.00 323,000.00 323,000.00 - - 379.435.00 -
- 9.468.26 - - - 9.468.26 -
42.809,559.61  10,603,737.90  48.273,980.03 — 513831748 - -
210,940.00 954,282.88 - - — 116522288 -
2.179.473.00 - - - -~ 217947300 -
84.500.00 — - - - 84.500.00 -
295587412 64261.20  2,859,531.80 - 152,263.52 8.340.00 -
97,909.43 — - - 97.909.45 -
26,249.13 — 26.249.13 - - - -
62,862.00 - - - - 62,862.00 -
1,283.400.00 - - - —  1,283.400.00 -
61.681.00 205,791.00 §4.083.00 - - 183.385.00 -
246.936.00 - - - - 246.936.00 -
2,340.041.06 75,000.00 - - —  2415041.06 -
64.675.58 61.653.93 - - - 126,329.51 -

- 500.000.00 - - - 500,000.00 -

- 485.411.24 - - - 48541124 —

— 984577781 - - — 984577781 -

— 837791187 - - — 837791187 -
16,872,455.01 930,977.10  17,853432.11 - - - -
- 250,000.00 - — - 250,000.00 -

- 400,000.00 - - - 400.000.00 -
306.008.588.83  95.911.086.80 136.368,129.49 — 643072094 239.091.825.20 $0.000.00

AR P —BREIREMREREETHERONRACENHL - ARMAMAEZ TR F RIS EEH 80,000

JU

HERIRENETHEREREA LEET

THRAR

EE T BGMP LR
EUEGMPRIB BN 4 48

A AMEA ety
FHH i I 5 X 7 WP H B %
62,540.00 — — — 62,540.00
— 36,049.00 — - 36,049.00
62.540.00 36,049.00 — — 98.589.00
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) EVEEARBEHBERMT

HA 4B

BB EE
ARBERE L1
ARG 345F 1
ZH BT E29E
CAIPAN: Fayei bt i
FARB 779 L
EEREERS L
EEME19—20% 13
RNTT AL 2 25 19455 L b
BN FER 16885 1
MK IR 1688551 0 £ 3t
P B (R 1 3t
WiEEN L
FHFIPHEE L1
BZETHRE L1
TIEHG L
JU A B 32855 -
AEFRE 136—138%E 1t
HeBEELL
KR 103 140
HMEEAE T
BiNE ERE
EFOAE M
REHHE LI
A EL
EUBEssEE Lt
BE R A5t L i
FHE 208 L
EITF448E 1
TR 5458 £t
B e0%E 1+ i
KErBE2655E T4
AR 229 L
WHE=HEIH LI
[ B B R 209 L 4
FHEBRK 2L
Fis g R E L EBR T
FEEFTERESTH
BRI R
ZEREREEHNT
B TR R

Wt RS E A R R

BEAFRSBYRTRERE
BRATIHE
R T

7 S T T W 9 £ i (S PR T M (R RO R S U Y S (LA -

P WA
FEE O AEMEME RNEBSY  BERaH BxE 4 R
3.786,878.29 — 4418883  558356.54  3,742,680.46
2,310,756.19 - 2741431 40326012 2.283,341.88
34.641.01 - 445.09 6,678.03 34,195.92
1,201,796.00 — 3433200 29835800  1,167.464.00
171.005.98 — 1.992.00 30,186.02  169.013.98
210,743.29 — 2.454.76 3718847 208.288.53
1.374,074.73 — 1754726 26153991  1,356,527.47 —
2,103,897.15 — 2362581 28230974  2,080.271.34 —
23,585,391.88 — 27006174 3.690,843.78 2331533014 —
262.261.47 — 3.091.75 6664830  259,169.72 —
1,775,391.73 — 2219238 18.664,770.65  1,753,199.35 —
3,229.630.94 - 4131726 90168632  3,188.313.68 —
13,732,928.00 — 159470.19  2373,561.19 13,573.457.81 —
3,083,094.45 — 3543786 41543541 3,047,656.59 -
3,185.007.75 — 4741958 37145283 3,137.588.17 -
1,100,048 36 — 16337.3¢ 22327698  1,083,711.02 —
1,393,929.92 — 2075328 16256736  1373,176.64 —
954,580.71 — 14212.14 11132843 940,368.57 —
14,792,137.76 — 24763612 338436136 14,544501.64 —
916,860.56 - 1096704 19081048 90589352 —
2,265,011.14 — 21,241.80 43237166  2243.769.34  480,700.24
336,511.16 — 4,025.16 7003200  332.486.00 —
94,341.05 — 1.274.16 21,608.11 93,066.89 —
52,500.57 — 814.20 13,449.63 51,686.37 —
2,576,542.99 — 7903846  698.288.80  2.497.504.53 -
258,366.73 — 3,090.48 5376975 255.276.25 —
131,857.06 — 2,044.86 3377880  129.812.20 —
474,988 64 — 641514 10879250  468.573.50 —
19.171.60 — 215.40 2,584.80 18,956.20 —
56,075.41 - 623.04 3.115.27 5545237 —
283,931.58 — 4,126.92 5034834 279,804.66 —
93,813.05 — 1,363.00 16,581.95 92,450.05 —
31,938.92 — 463.95 5.645.03 31,474.97 —
23,269.57 - 338.03 4,113.46 2293154 —
1,533,531.43 — 1764522 248.636.69  1.515.886.21 —
1,579.759.20 — 17,552.88 19308168 156220632 —
2,267.419.10 - 3039060 84106941  2,237.028.50 —
1,462,500.00 — 7500000 11250000  1,387.500.00 -
456,000.00 — 2400000 4800000  432,000.00 —
949,996.00 — 5000400 10000800  899.992.00 —
— 1,200,000.00 30,000.00 3000000 1,170.000.00 —
—  5,005,079.55 83.417.99 8341799 492166156 —
— 380772231 — — 380772231 —
528,775.30 — 3474012 115571173 49403518 48545122
94.681.356.67 1001280186  1,528722.15 36,761,525.52 103.16543638  966.151.46
BAERRB A RS




18, BEfTHER
WRENBRRRED > TEFELT 5% (55% M LR IEHE A ZIE -
19. Bk

BRI TR R AN B 5% (8 5%) DL b Ryl 4 IR RAY KE -

20. BEAHBER
BEAR WA H KATHEH
B3 30,780,000.00 R T AEENE ARG
BN R 4.680,402.71 BN EEMNEE B IR

35,460,402.71

AER A R SRR LU EAIEIN317,133.03% 2 F R A BB M 7 ok e PO IR R IR S B R M BB = IR - ST R A
ERZEFNEL A IRE -

21. BEEH#e
R WX R
BER 309,602.45 912,882.34
HE(ER 6,656,821.07 (27.869,188.13)
AR R 1,129,488.63 948,807.24
- HEFER 19,756,662.81 44 .824,745.71
BER 323,898.16 273,815.82
(& {EE _ 196,987.54 2,318,100.42
Hit 151,382.13 196,227.07
28,524,842.79 21,605,390.47

22, Hoflb R
b fc| [t ok B 4P
HE AN (1) 491,735.89 410,733.97
TEEER S ) 2,424,790.37 2.216,500.01
Hith 65,479.31 24.361.13
2,982,005.57 2,651,595.11

() HERRINEEER - S RO EREN 3%

) ARG R BN I R R Y R - SR AR EEEOILASI0.05% R B @R E M ER s
PR E R ER0.09% 518 » HA &340, 13%FH4 -

51
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26. 12 LT
ok Hp: Bk R L i ) WA ok e

FERITEBITEMNTE T 2003.07.22-2005.07.21 4.94% 20,000,000.00 B RER
B TRSRATRM T E— 17 2004.01.19-2006.01.18 4.94% 20,000,000.00 fRAMH
P TR RATRE M T AT XAT 2003.01.06-2006.01.02 5.49% 59,500,000.00 B
PR R RT R NG B AT 2002.12.02-2005.12.02 5.44% 27,6%0,000.00 a8
127,180,000.00
27. R HEA 3%
RN HENA 1A B SEPY
BN TR B % B B 2,733,854.00 2,732,919.49
5 5 B BES ¥ 2,264,426.47 —
Hih 26,187.74 883,863.68
5,024,468.21 3,616,783.17
28, BB {3
RERA i 3 Y
B BHNREES 29,695,078.99 28,402,491.94
BURFRE B8R 11,386,230.79 16,926,405.54
BEWMEOBEEERES 1,567,019.07 925,000.00
GMPEHHGE R Y RIER 640,000.00 640,000.00
43,288,328.85 46,893,897.48
29,  JBA
| P A AW WP Tk %
B R 1% 513,000,000.00 — — 513,000,000.00
BREEAR 78,000,000.00 — — 78,000,000.00
A AR 219,900,000.00 — — 219,900,000.00
810,900,000.00 — — 810,900,000.00
30. HARAK
s EHB A8 m AR P & B
R 18 916,129,772.47 — — 916,129,772.47
BTN RS R RS 1,773,107.29 — — 1,773,107.29
BEZREEEEE 219,652.84 — — 219,652.84
BEREA 14,459,816.32 — — 14,459,816.32
HEit &AL 186.615,960.40 1,066,935.10 — 187,682,895.50
SR E AT AR 373.893.09 — — 373,893.09
1.119,572,202.41 1,066,935.10 — 1,120,639,137.51
ERNEABENEHRAL T TETATIIMNBEFRA T MEIEREA -
BRARERBERAD




35,

36.

37.

AR B

FH A A AR R
HAEH A
G WA 15,931,695.49 16,487,004.54
HE s E 1,209,729.70 491,483.77
A 2,677,270.40 1,772,101.10
ERBERGHE 178,525.60 2.280,906.04
HERIKA 673,028.75 —
TS E R 86,000.00 -
PR B YA 55,950.00 80,374.71
Hith 1,628,858.37 1,449,083.06
22,441,058.31 22.560,953.22
H 2R AUA
GE 2,158,176.22 2,072,668.39
R & 724,883.15 145,172.00
T £ K 353,083.58 397,116.88
EERYE 74,606.56 101,992.74
Hih 742,156.52 396,092.87
4,052,906.03 3,113,042.88
H bR 18,388,152.28 19,447,910.34
MBEMN
HH AW B AR B
FEIH 20,652,106.09 17,712,685.44
FILE WA (4,089,867.83) (8,929,974.78)
BRI 34,849.88 —
SREHTFRE 1,081,742.63 963,079.87
HAt 6,150.00 164.04
17,684,980.77 0,745,954.57
P AR ESH L D EE 81 46% 2R ¢
) A SRS SR AR B YN K9 20% - (EARFEAORLE 30t s
2) A EB T T F A8 15 ST 1 R U R 30 40 20,000 8 70 » 30 TR A E T .
#HB 2R
HH AW EuH e AR R
() HEHRE
RERE . ‘ 1,157,131.62 566,156.16
EHERE (1,181,716,07) 850,220.62
2y HAfrERE
RLA 391,450.95 280,536.31
WEts ik (1,144,307.06) (1,820,286.80)
(777,440.50) (123,373.71)
HmHERRBARAH
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oAb BEWOR

W i

1 LAA
1-24F
2-34F
3-44F
4-5%
SEU L

I3
LR
124
2-3%F
344
4-5%
SERE

FLAB SR 60 45 B 2R 4R 1 KA B I KT 6,087,542.19TG ©

RHB T
BERANLE
FNEREDBEHERAR

BN — B RAF
BB 2R

BEMNET BT ERRHEARAT

TN B 2R

RN IE 5 () IR (A A T
BEMERBEERREMAT
BN EZHERBRER A
BMBREHRAT
BT A7)

BN REEh O AR
BN R EARA T
BN RERER R
MR RS BARA R
BB REEA R L A
SR ERERAT
BERHSHRIEARARLR
BN & B ERARAF
HETE ARG R
EEBTERRARA A
PEFRRIT

BxH
o] flgam B ae il Eig et
119,721,375.14 31.33% — —
55,754,549.35 14.59% — —
69,954,760.22 1831% — —
68,210,378.37 17.85% — —
29,065,855.76 7.61% — —
39,402,043.54 10.31% 502,043.54 1.27%
382,108,962.38 100.00% 502,043.54 0.13%

P
B Pt NOBEH AR
129,998,940.69 40.65% — —
24,461,984.40 7.65% — —
82,625,413.97 25.84% — —
22,298,715.76 6.97% — —
59,900,000.00 18.73% — —
502,843.54 0.16% 502,043.54 99.84%
319,787,898.36 100.00% 502,043.54 0.16%

; AbER BRtES

JRBE L el 3k £ LHME BAY
88.99% 12532231871  (11.351575.71)  43.833299.69  169,155,618.40
90.36% 15620932179 (3,681.092.11). 140,724213.10  296.933,534.89
100.00% 9846534460  (3272.995.11)  87,806909.20  186,272,253.80
54.04%  45,000,000.00 (68,543.51)  (6,589,110.66)  38.410,889.34
100.00%  126,775,482.62 (158,524.28)  36.254261.87  163,029,744.49
88.40%  101,489.81494 177873737  (10,898.30636)  90,591,508.58
87.77% 14429813251  (2916.353.19)  8.566.875.17  152.865,007.68
92.48%  102,035,124.44  (3234813.68) 2547225015  127,507,374.59
90.09%  230,189,155.53 (306254.19)  121.862,82847  352.051,984.00
100.00%  69,05197834  (47356,179.77) (24.177019.13)  44.874,959.2]
100.00%  17,957,328.73 51290733 237675707 20,334,085.80
9486% 6650000000  (3,292395.30)  (10,135.900.62)  56331459.36
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt about this circular or as to the action to be taken, you should consult your stockbroker or
other registered dealer in securities, bank manager, solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in Guangzhou Pharmaceutical Company Limited (the “Company”),
you should at once hand this circular to the purchaser or transferee or to the bank, stockbroker or other agent
through whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
however arising from or in reliance upon the whole or any part of the contents of this circular.

S BHBREREERAD

GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability established in the People’s Republic of China)

(H Share Stock Code: 0874)

DISCLOSEABLE TRANSACTION:
DEEMED DILUTION OF
SHAREHOLDING INTEREST IN
WANGLAOJI PHARMACEUTICAL COMPANY LIMITED

A letter from the Board is set out on pages 3 to 10 of this circular. The respective notices convening the EGM and
the separate class meetings of the H Shareholders and the Domestic Shareholders to be held at 45 Sha Mian North
Street, Guangzhou City, Guangdong Province, PRC on 30 December 2004 are set out on pages 16 to 22 of this

circular.

Whether or not you are able to attend the meeting, you are requested to complete and return the enclosed forms of
proxy in accordance with the instructions printed thereon as soon as possible and in any event not less than 24
hours before the time appointed for holding the meeting or any adjournment thereof. Completion and return of the
forms of proxy will not preclude you from attending and voting in person at the meeting or any adjournment

thereof should you so wish.

12 November 2004




DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have the following meanings:

“Articles of Association”

“Board”

“Company”

“Directors”

“Domestic Shareholders”

“EGM”

“Golden Force”

“Group”

“GPHL”

“Hong Kong”

“HK$”

“H Shareholders”

“Independent Third
Party (Parties)”

“Latest Practicable Date”

The articles of association dated 8 November 2004 entered into by the WLJ

Shareholders and Golden Force
the board of Directors

JEE M BEZE R 978 BR/A W) (Guangzhou Pharmaceutical Company Limited), a
company incorporated in the PRC the securities of which are listed on The
Stock Exchange of Hong Kong Limited and the Shanghai Stock Exchange
the directors of the Company

the holders of the domestic shares

the extraordinary general meeting of the Shareholders to be convened to consider

and approve the Subscription

Golden Force Pharmacy Limited, a company incorporated in Hong Kong and

its beneficial owners are Independent Third Parties
the Company and its subsidiaries

JE JH B 88 52 [ A FR 22 ®] (Guangzhou Pharmaceutical Holdings Limited), a
state-owned company incorporated in the PRC and the controlling shareholder
of the Company which currently holds about 63.26% shareholding interest in
the Company

the Hong Kong Special Administrative Region of the PRC

Hong Kong Dollars, the official currency of Hong Kong

the holders of the H Shares

an independent third party (parties) which is (are) not connected with
the Company, its subsidiaries, the directors, chief executive or substantial
shareholders of the Company or its subsidiaries or their respective associates

(as defined in the Listing Rules)

11 November 2004, being the latest practicable date prior to the printing of

this circular for ascertaining certain information contained herein
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LETTER FROM THE BOARD

D BABRERGERAE

GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability established in the People's Republic of China)

Executive Directors
Mr. YANG Rongming
Mr. ZHOU Yuejin
Mr. FENG Zansheng
Mr. HE Shuhua

Independent non-executive Directors
Mr. WU Zhang

Mr. WONG Hin Wing

Mr. ZHANG Heyong

Supervisors

Mr. CHEN Canying
Mr. OU YANG Qiang
Mr. ZHONG Yugan

To the Shareholders

Dear Sir or Madam,

(H Share Stock Code: 0874)

Registered office and principal
place of business

45 Sha Mian North Street

Guangzhou City

Guangdong Province, PRC

Place of business in Hong Kong
Room 2003, 20th Floor

Tower Two, Lippo Center

89 Queensway

Hong Kong

12 November 2004

DISCLOSEABLE TRANSACTION:
DEEMED DILUTION OF
SHAREHOLDING INTEREST IN
WANGLAOJI PHARMACEUTICAL COMPANY LIMITED

1. INTRODUCTION

The Directors announced on 8 November 2004 that WLJ and Golden Force entered into the Subscription
Agreement, whereby Golden Force agreed to subscribe for the Subscription Shares, being 98,378,439 new
WLJ Shares, for a total consideration of RMB 168,880,000, representing RMB1.71664 per Subscription
Share. In addition, on 8 November 2004, the WLJ Shareholders and Golden Force entered into the
Shareholders’ Agreement and the Articles of Association to record the arrangements agreed between them

with regard to inter alia, the Subscription and the management and business of WLJ.

The consideration of RMB1.71664 per Subscription Share represents a premium of approximately 30.74%
over the audited net asset value per WLIJ Share of about RMB1.313 as at 31 July 2004,

3
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Consideration

The consideration for the Subscription Shares is RMB168,880,000, representing RMB1.71664 per
Subscription Share. The total consideration in the amount of RMB 168,880,000 will be settled by Gotden

Force in cash within 90 days after fulfillment of all the conditions set out in the Subscription Agreement.

WLJ intends to apply the proceeds of the Subscription in the manner that (i) approximately RMB45,000,000
will be applied for the expansion and strengthening of existing sales and distribution network of the products
of WLIJ in the provinces, cities and regions other than Guangdong province of the PRC and development of
the sales and distribution network of the products of WLJ in overseas markets; (ii) approximately
RMB90,000,000 will be applied for the improvement in the production capacity of WLJ; and (iii) the

remaining balance will be designated as additional working capital of WLIJ.

The Directors estimate that there will be a gain of approximately RMB17,000,000 arisen from the deemed

dilution of the Company’s shareholding interest in WLJ as a result of the Subscription.

The terms of the Subscription Agreement, the Shareholders” Agreement and the Articles of Association,
including the consideration for the Subscription Shares, were arrived at after arm’s length negotiation
between the Company, WLJ, the WLJ Shareholders and Golden Force after taking into account (i) the
factors set out in the paragraph headed “Reasons for the Subscription” below; (ii) the audited net asset
value per WLJ Share as at 31 December 2003 of approximately RMB1.329 per WLJ Share; (iii) the audited
net asset value per WLI Share as at 31 July 2004 of approximately RMB1.313 per WLJ Share; (iv) the
nominal value of WLJ Share of RMB1 each; and (v) the valuation of approximately RMB 172,000,000 as
at 31 July 2004 by GZAA Incorporated (& | = K #5¢14 4 R 2~ &), which is an Independent Third Party.
Since 1999, GZAA Incorporated has obtained approval from State Asset Administration Bureau (B ZX[E]
AEEEIR) and China Securities Regulatory Commission (* Bl 7% B: B & ¥ % 8 € )for conducting
asset valuation for public companies in the PRC. The consideration of RMB1.71664 per Subscription
Share represents a premium of approximately 30.74% over the audited net asset value per WLJ Share of
about RMB1.313 as at 31 July 2004.

Pursuant to the Subscription Agreement, Golden Force has to place a deposit of RMB&,880,000 with a
designated bank account of the Company within 7 days from the date of the Subscription Agreement. The
deposit of RMB8,880,000 was paid on 10 November 2004. The deposit and the interest accrued therefrom
will be refunded to Golden Force by the third day before settlement of the final instalment of the consideration
for the Subscription Shares. If Golden Force fails to pay the consideration for the Subscription Shares
within 30 working days after the time it is required to pay the consideration pursuant to the Subscription
Agreement, WLJ will forfeit the deposit.

The consideration for the Subscription Shares will be satisfied in the following manner: (i) 30% of the
consideration, being RMB50,664,000(equivalent to approximately HK$47,796,000), will be settled within
30 days after fulfillment of all conditions set out in the Subscription Agreement; (ii) 35% of the consideration,
being RMBS59,108,000 (equivalent to approximately HK$55,762,000), will be settled within 60 days after
fulfillment of all conditions set out in the Subscription Agreement; and (iii) the remaining 35% of the
consideration, being RMB59,108,000 (equivalent to approximately HK$55,762,000), will be settled within
90 days after fulfillment of all conditions set out in the Subscription Agreement.
— 5
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Completion

Subject to the fulfillment of all relevant conditions of the Subscription Agreement, completion of the
Subscription Agreement is expected to take place on the date when the new business licence of WLJ
(reflecting its new registered capital) is issued by Guangzhou Administration of Industrial and Commerce
Bureau (&M T LFATEUE 3 5). It is expected that the new business licence of WLJ will be issued not
later than 30 business days from the date when the verification report (5% & ¥k ) is issued by an accountancy

firm, which is an Independent Third Party.
SHAREHOLDING STRUCTURE OF WLJ

Set out below is the shareholding structure of WLJ immediately before and after completion of the

Subscription:

Immediately before the Immediately after the
completion of the Subscription completion of the Subscription
WLJ Shareholders  No. of WLJ Shares Approximate%  No. of WLJ Shares Approximate%

The Company 98,378,439 92.48 98,378,439 48.0465
Staff of WLJ 8,000,000 7.52 8,000,000 3.9070
Golden Force — — 98,378,439 48.0465
Total 106,378,439 100.00 204,756,878 100.00

INFORMATION ON THE GROUP, WLJ AND GOLDEN FORCE
The Group

The Group is principally engaged in (i) manufacture and sales of Chinese patent medicine; (ii) wholesale,
retail, import and export of Western and Chinese pharmaceutical products and various medical apparatus;

and (iii) research and development of natural medicine and biological medicine in the PRC.



LETTER FROM THE BOARD

GENERAL

As WLJ is a material subsidiary of the Group and the Subscription constitutes a material dilution under
Rule 19A.38 of the Listing Rules, the Subscription will become effective upon approvals by a special
resolution of the Shareholders at the EGM, and special resolutions of the H Shareholders and the Domestic

Shareholders at separate class meetings.

Upon completion of Subscription, WLJ will be converted into a sino-foreign joint stock company for a
period of 10 years from the date when the approval for the conversion has been obtained from relevant
authorities of the PRC. Upon completion of the Subscription, WLI will become an associated company of
the Group. As a result, the Group will not consolidate WLJ’s results, assets and liabilities into the Group’s
consolidated accounts. However, the subscription price per share is higher than the audited net asset value
per WLJ share as at 31 July 2004. The Directors expect that there will be an increase in the net asset value

of the Group as a result of the Subscription, but such increase will not be substantial.

The respective notices convening the EGM and the separate class meetings of the H Shareholders and the
Domestic Shareholders to be held at 45 Sha Mian North Street, Guangzhou City, Guangdong Province,
PRC on 30 December 2004 for the purposes of, inter alia, considering and, if thought fit, approving the
Subscription as set out in the section “Notice of EGM”, “Notice of the class meeting of H Shareholders”
and “Notice of class meeting of Domestic Shareholders” of this circular. The respective proxy forms
applicable to the EGM and the separate class meetings of the H Shareholders and the Domestic Shareholders
are despatched to the Shareholders together with this circular. Whether or not the Shareholders, the H
shareholders or the Domestic Shareholders are able to attend the EGM or the separate class meetings of the
H Shareholders and the Domestic Shareholders respectively in person, they are requested to complete and
return the proxy form in accordance with the instructions printed thereon as soon as possible but in any
event not later then 24 hours before the time appointed for the holding of the EGM and the separate class
meetings of the H Shareholders and the Domestic Shareholders respectively. Completion and return of the
proxy form will not preclude the Shareholders, the H Shareholders and the Domestic Shareholders from
attending and voting at the EGM or the separate class meetings of the H Shareholders and the Domestic

Shareholders or any adjournment thereof in person, if they so wish.



APPENDIX 1 GENERAL INFORMATION

RESPONSIBILITY STATEMENT

This circular includes particulars given-in compliance with the Listing Rules for the purpose of giving information
with regard to the Company. The Directors collectively and individually accept full responsibility for the accuracy
of the inforfnation contained in this circular and confirm, having made all reasonable enquiries, that to the best of
their knowledge and belief there are no other facts not contained in this circular, the omission of which would

make any statement in this circular misleading.
DISCLOSURE OF INTERESTS

(a) Directors’, supervisors’, senior management’s and chief executive’s interests and short position in

the Shares, underlying Shares and debentures of the Company and its associated corporations

As at the Latest Practicable Date, the interests and short positions of the Directors, supervisors, senior
management and chief executive of the Company in the Shares, underlying Shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFO) (a) which were
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which the Directors, the chief executive or the supervisors are taken
or deemed to have under such provisions of the SFO); or (b) which were required, pursuant to section 352
of the SFO, to be entered in the register referred to therein; or (c) which were notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers

contained in the Listing Rules were as follows:

Long positions of the Directors:

Name Type of interest ~ Company No. of shares

Zhou Yuejin Personal The Company (A Shares) 28,900
Trust (Note 1) Po Lian Development Company Limited

(Note 2) 200,000

He Shuhua Personal The Company (A Shares) 27,700
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APPENDIX I

GENERAL INFORMATION

(b)

Interests of substantial Shareholders

So far as is known to any Director, supervisor, senior management or the chief executive of the Company,

as at the Latest Practicable Date, the interests and short positions of persons or companies (not being a

Director, supervisor and senior management or the chief executive of the Company ) in the Shares and

underlying Shares of the Company which would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO were as follows:

Long positions in the Shares:

Nature and
Shareholders Shares held
GPHL (Note 1) State-owned Shares
The Hongkong and Shanghai H Shares
Banking Corporation Limited (Note 2)
Guotai Junan Securities H Shares
(Hong Kong) Limited (Note 2)
HSBC Broking Securities H Shares
(Hong Kong) Limited (Note 2)
Bank of China (Hong Keng) H Shares
Limited (Note 2)
Citibank N.A. (Note 2) H Shares
Hang Seng Bank Limited (Note 2) H Shares
Note.

Number of
Shares held

513,000,000

40,289,694

22,846,000

20,914,000

14,789,000

11,994,000

11,118,274

% of
total issued
State-owned

Shares

100%

% of
total issued
H Shares

18.32%

10.39%

9.51%

6.73%

5.45%

5.06%

% of
total issued
share capital

63.26%

497%

2.82%

2.58%

1.82%

1.48%

1.37%

1. During 2003, out of the total 513,000,000 state-owned Shares benefically owned by GPHL, GPHL
disposed of part of its interests in the Company’s state-owned Shares for the purpose of financing the

debt restructuring of Guangzhou Baiyunshan Pharmaceutical Co. Ltd. (“BYSCL”). The total number of

the state-owned Shares involved is 152,600,000 Shares, including a proposed disposal of 12,480,000
state-owned shares to BYSCL and 22,000,000 state-owned Shares to the Guangzhou Office of China

Greatwall Asset Management Corporation. The relevant procedures for the proposed disposal are

currently in process, and as at the Latest Practicable Date , GPHL is still the benefical owner of the total
513,000,000 state owned Shares. As at the Latest Practical Date, 15,160,000 Shares of the Company
held by GPHL which were previously pledged had been released while 102,960,000 Shares of the
Company held by GPHL are still pledged. GPHL was interested in approximately 40% shareholding

interest in BYSCL.
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APPENDIX I GENERAL INFORMATION

(ii)  asat the Latest Practicable Date, none of the Directors had any direct or indirect interest in any asset which
has been, since 31 December 2003 being the date to which the latest audited accounts of the Company were
made up, acquired or disposed of by or leased to any member of the Group or were proposed to be acquired

or disposed of by or leased to any member of the Group;

(3i1)  as at the Latest Practicable Date, none of the Directors had any contract or arrangement subsisting in which

a Director is materially interested and which is significant in relation to the business of the Group;

(iv)  as at the Latest Practicable Date, none of the Directors and their respective associates had any competing

interest with the Group;
(v) the English text of this circular shall prevail over the Chinese text; and
(vi)  the company secretary of the Company is Mr. He Shuhua.

LITIGATION

As at the Latest Practicable Date, none of the members of the Group was engaged in any litigation or arbitration of
material importance and no litigation or claim of material importance was known to the Directors to be pending or

threatened against any member of the Group.

— 15—




NOTICE CONVENING THE THIRD EXTRAORDINARY GENERAL MEETING
FOR THE YEAR 2004

MATTERS TO BE CONSIDERED AT THE EGM

To consider and, if thought fit, pass the following resolution by way of a special resolution:

“That the subscription by Golden Force of 98,378,439 new shares of WangLaoli, of which the Company
is an existing major shareholder holding approximately 92.48 % of its current issued share capital,
pursuant to the terms and conditions of a subscription agreement dated 8 November 2004 entered into
between Golden Force and WangLaoli (the “Subscription”), details of which are set out in a circular
dated 12 November 2004 issued by the Company to its shareholders, be and is hereby approved and
that the Directors of the Company be and they are hereby authorised on behalf of the Company to
sign, seal, execute, perfect and deliver all such documents and deeds and do all such acts, matters and

things as they may in their absolute discretion consider necessary or desirable and in the interests of

the Company for the purpose of and in connection with the implementation of the Subscription.”

The Subscription was considered and approved at the Board Meeting and the resolutions passed thereat

were published in the PRC and Hong Kong on 9 November 2004.

ATTENDEES OF THE EGM

(1) Holders of domestic shares and overseas listed shares of the Company (“H shares™) whose names
appear in the Register of Members of the Company at the close of trading in the afternoon of Monday,
29 November 2004 (including those holders of H Shares who have already successfully submitted
verified share transfer applications on or before 29 November 2004) are entitled to attend the EGM.
The Register of Members of the Company will be closed from Tuesday, 30 November 2004 to
Wednesday, 29 December 2004 (both days inclusive) during which period no transfer of H shares

will be effected.

(2)  Each shareholder who has the right to attend and vote at the EGM is entitled to appoint one or
more proxies, whether a shareholder or not, to attend and vote on his behalf at the EGM. A
proxy of a shareholder who has appointed more than one proxy may only vote on a poll. In
order to be valid, the form of proxy together with a notarially certified copy of the power of

attorney or other documents of authorisation (if any) must be deposited at the Company’s office

not less than 24 hours before the time for holding the EGM or any adjournment thereof.

(3)  The Directors, supervisors and senior management of the Company.
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NOTICE CONVENING A CLASS MEETING OF
THE HOLDERS OF THE OVERSEAS LISTED FOREIGN SHARES

) RHERRGERAS

GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability established in the People’s Republic of China)

(H Share Stock Code: 0874)

Guangzhou Pharmaceutical Company Limited (the “Company”) and all members of the board of Directors of the

Company (the “Board”) hereby confirm the truthfulness, accuracy and completeness of the contents of this notice

and jointly and individually accept full responsibility for any false representations, misleading statements or material

omissions herein contained.

IMPORTANT NOTICE

Time for the class meeting (the “Class Meeting™) of the holders of the overseas listed foreign shares of the
Company (“H shares™): 11:00 a.m. (or immediate after the conclusion or adjournment of the third
extraordinary general meeting of the shareholders of the Company for the year 2004 (the “EGM”) which
will be held on the same date and at the same place) on Thursday, 30 December 2004.

Place where the Class Meeting of the holders of H shares will be held: the conference room of the Company
at 2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong Province, the People’s Republic of
China (the “PRC”).

Manner for holding the Class Meeting of the holders of H shares: present.

Proposed special resolution: the proposed subscription of new shares of Guangzhou WangLaoJi

Pharmaceutical Company Limited (“WangLaoli”) by Golden Force Pharmacy Limited (“Golden Force”).
INFORMATION ON THE CLASS MEETING OF THE HOLDERS OF H SHARES

(1)  The proposal for convening the Class Meeting of the holders of H shares was considered and approved
at the eighth meeting of the Third Session of the Board (the “Board Meeting”).

(2)  Time for the Class Meeting of the holders of H shares: 11:00 a.m. (or immediate after the conclusion
or adjournment of the EGM which will be held on the same date and at the same place) on Thursday,

30 December 2004.

3) Place where the Class Meeting of the holders of H shares will be held: the conference room of the
Company at 2nd floor, 45 Sha Mian North Street, Guangzhou City, Guangdong Province, the PRC.
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NOTICE CONVENING A CLASS MEETING OF
THE HOLDERS OF THE OVERSEAS LISTED FOREIGN SHARES

4. REGISTRATION FOR THE CLASS MEETING OF THE HOLDERS OF H
SHARES

(1) To register for the Class Meeting of the holders of H shares, an individual holder of H shares should
produce his/her identity card and shareholder account card; a proxy should produce the form of
proxy, the appointor’s and the proxy’s identity cards and the shareholder account card of the appointor;

and a corporate holder of H shares should produce a photocopy of its business license, the authorisation

document executed by its legal representative, its shareholder account card and the attendee’s identity

card. Overseas shareholders may make registration by mail, telephone or fax.

(2)  Registration time and place

Registration time: 8:30 a.m. - 11:30 a.m. and 2:00 p.m. - 4:30 p.m. on Thursday,
9 December 2004
Place of registration: the Secretariat to the Board

2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong
Province, the PRC.

5.  OTHERS

(D) Address of the Company: Guangzhou Pharmaceutical Company Limited, 2nd floor, 45 Sha Mian
North Street, Guangzhou City, Guangdong Province, the PRC.

Postal code: 510130
Contact person: He Shuhua
Tel: (86)20-81218119 Fax: (86)20-81216408

(2)  Address of Hong Kong Registrars Limited:
46/F, Hopewell Centre, 183 Queen’s Road East, Hong Kong

(3)  The Class Meeting of the holders of H shares is expected to last half a day. Shareholders attending
the Class Meeting of the holders of H shares shall be responsible for their own traveling and

accommodation expenses.

6. DOCUMENTS AVAILABLE FOR INSPECTION

Resolutions passed at the Board Meeting and the announcement in relation thereof.

By order of the Board
He Shuhua
Company Secretary
Guangzhou, PRC, 12 November 2004
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NOTICE CONVENING A CLASS MEETING OF THE
HOLDERS OF THE DOMESTIC SHARES

MATTERS TO BE CONSIDERED AT THE CLASS MEETING OF THE HOLDERS
OF THE DOMESTIC SHARES

To consider and, if thought fit, pass the following resolution by way of a special resolution:

“That the subscription by Golden Force of 98,378,439 new shares of WangLaoli, of which the Company is
an existing major shareholder holding approximately 92.48 % of its current issued share capital, pursuant
to the terms and conditions of a subscription agreement dated 8§ November 2004 entered into between
Golden Force and WangLaoJi (the “Subscription™), details of which are set out in a circular dated 12
November 2004 issued by the Company to its shareholders, be and is hereby approved and that the Directors
of the Company be and they are hereby authorised on behalf of the Company to sign, seal, execute, perfect
and deliver all such documents and deeds and do all such acts, matters and things as they may in their
absolute discretion consider necessary or desirable and in the interests of the Company for the purpose of

and in connection with the implementation of the Subscription.”

The Subscription was considered and approved at the Board Meeting and the resolutions passed thereat
were published in the PRC and Hong Kong on 9 November 2004.

ATTENDEES OF THE CLASS MEETING OF HOLDERS OF THE DOMESTIC
SHARES

(1)  Holders of the domestic shares whose names appear in the Register of Members of the Company at
the close of trading in the afternoon of Monday, 29 November 2004 are entitled to attend the Class

Meeting of the holders of the domestic shares.

) Each holder of the domestic shares who has the right to attend and vote at the Class Meeting of the
holders of the domestic shares is entitled to appoint one or more proxies, whether a shareholder or not, to
attend and vote on his behalf at the Class Meeting of the holders of the domestic shares. A proxy of a
holder of domestic shares who has appointed more than one proxy may only vote on a poll. In order to be
valid, the form of proxy together with a notarially certified copy of the power of attorney or other documents
of authorisation (if any) must be deposited at the Company’s office not less than 24 hours before the time

for holding the Class Meeting of the holders of the domestic shares or any adjournment thereof.

(3)  The Directors, supervisors and senior management of the Company.
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt about this circular or as to the action to be taken, you should consult your stockbroker or
other registered dealer in securities, bank manager, solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in Guangzhou Pharmaceutical Company Limited (the “Company”),
you should at once hand this circular to the purchaser or transferee or to the bank, stockbroker or other agent
through whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
however arising from or in reliance upon the whole or any part of the contents of this circular.

) RHERRGERLE

GP Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability established in the People’s Republic of China)

(Stock Code: 0874)

CONNECTED TRANSACTION
SUBSCRIPTION OF NEW SHARES
IN A NON WHOLLY-OWNED SUBSIDIARY

&
Financial adviser to the Company

CABH

Celestial Capital Limited

Independent financial adviser to the Independent Board Committee

VINC®?

)%
Grand Vinco Capital Limited

A letter from the Independent Board Committee of the Company is set out on page 13 of this circular.

A letter from Grand Vinco Capital Limited containing its advice to the Independent Board Committee is set out on
pages'14 to 20 of this circular.

15 September 2004




DEFINITIONS

In this circular, the following expressions have the following meanings unless the context otherwise requires:

“Board”

“Company”

“Directors”

“EGM”

“Grand Vinco”

“GrOUp”

“GPHL”

“Guangzhou Hanfang”

“Hanfang Share(s)”

“Hanfang Shareholders™

the board of Directors

[ W BEZE A% 1y A FR 2 7] (Guangzhou Pharmaceutical Company Limited), a
company incorporated in the PRC the securities of which are listed on The

Stock Exchange of Hong Kong Limited and the Shanghai Stock Exchange
the directors of the Compariy

the extraordinary general meeting of the Company to be convened on

1 November 2004 to consider and approve the Subscription Agreement

Grand Vinco Capital Limited, a licensed corporation for types 1 and 6 regulated
activities under the SFO, the independent financial adviser appointed to advise

the Independent Board Committee to advise on the Subscription
the Company and its subsidiaries

JE B B2 £ A PR 2> 7] (Guangzhou Pharmaceutical Holdings Limited), a
state-owned company incorporated in the PRC and the controlling shareholder
of the Company which currently holds about 63.26% shareholding interest in
the Company

JE& M1 7 AR A 2B T 95 BA 38 48 PR B (Guangzhou Hanfang Modern Chinese
Medicine Research and Development Limited), a company incorporated in the

PRC and currently a 54.03% owned subsidiary of the Company
a unit (units) of RMBI in the registered capital of Guangzhou Hanfang

the existing shareholders of Guangzhou Hanfang, namely the Company, & /!l
R Z= P2 i (Guangzhou Chen Li Ji Pharmaceutical Factory), B JIf Fp—2& 3¢
A FR/2 ] (Guangzhou Zhongyi Pharmaceutical Co., Ltd), & M 4 1E & (2€3E)
5% R/ 5] (Guangzhou Jing Xiu Tang (Pharmaceutical) Co., Ltd), & JH
T B 28 T 207 %5 T (Guangzhou Pharmaceutical Industrial Research Institute),
TR R 28 TR £ WA FRE LA 7 (Huadong Chinese Medicine), GPHL,
Ms. Liu Ju Yan, Mr. Mo Shang Zhi, Mr. Cai Xing Chun, Mr. Zhao Xiang Yong
and Mr. Ge Fa Huan




LETTER FROM THE BOARD

3 RHBRERGERAS

GP

Executive Directors
Mr. ZHOU Yuegjin
Mr. FENG Zansheng

Independent non-executive Directors
Mr. WU Zhang

Mr. WONG Hin Wing

Mr. ZHANG Heyong

Supervisors
Mr. CHEN Canying

Mr. OU YANG Qiang
Mr. ZHONG Yugan

To the Shareholders

Dear Sir or Madam,

Guangzhou Pharmaceutical Company Limited

{a joint stock company with limited liability established in the People's Republic of China)

(Stock Code: 0874)

Registered office and principal
place of business

45 Sha Mian North Street

Guangzhou City

Guangdong Province, PRC

Place of business in Hong Kong
Room 2005, 20th Floor

Tower Two, Lippo Center

89 Queensway

Hong Kong

15 September 2004

CONNECTED TRANSACTION
SUBSCRIPTION OF NEW SHARES
IN A NON WHOLLY-OWNED SUBSIDIARY

1. INTRODUCTION

The Directors announced on 27 August 2004 that all of the Hanfang Shareholders entered into the
Subscription Agreement whereby the Company conditionally agreed to subscribe for the Subscription
Shares, being 44,480,000 new Hanfang Shares, at RMB1 per Share.

The consideration of RMB1 per Subscription Share represents a premium of approximately 17.6% over the
net asset value per Hanfang Share of about RMBO0.85 as at 31 December 2003.
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The Subscription

Pursuant to the Subscription Agreement, all the Hanfang Shareholders, being the Company and the other
11 Hanfang Shareholders, have agreed to increase the registered capital of Guangzhou Hanfang by way of
subscription by the Company for the Subscription Shares, being 44,480,000 new Hanfang Shares. The
Subscription Shares represent about 53% of the existing registered capital of Guangzhou Hanfang and
about 35% of the registered capital of Guangzhou Hanfang as enlarged by the Subscription Shares. The
Company’s interest in Guangzhou Hanfang will increase from the current level of 54.03% to about 70.04%
as a result of the Subscription. Currently, the board of directors of Guangzhou Hanfang comprises 7 directors
and the Company has appointed 4 directors to the existing board of directors of Guangzhou Hanfang.

Pursuant to the Subscription Agreement, the composition of the board of directors will remain unchanged.

GPHL, the Company’s controlling shareholder which holds about 63.26% shareholding interest in the
Company, is a substantial shareholder of Guangzhou Hanfang by holding about 30.78% of its existing
registered capital. Accordingly, the Subscription which involves the Company acquiring further interest in
Guangzhou Hanfang constitutes a connected transaction of the Company as defined in the respective listing

rules of the Stock Exchange of Hong Kong Limited and the Shanghai Stock Exchange.

Consideration

The consideration for the Subscription Shares is RMB1 per Subscription Share. The total consideration in
the amount of RMB 44,480,000 will be settled by the Company in cash within five business days upon the
Subscription is approved by the Independent Shareholders in the EGM. The total consideration will be
funded by the internal resources of the Group. According to the terms of the Subscription Agreement, it
will become effective upon approval by the Independent Shareholders and there is no long stop date for the
Subscription. None of the conditions of the Subscription Agreement will be waivable. As at the Latest

Practicable Date, the Company has not paid any deposit for the Subsciption.

The consideration of RMB 1 per Subscription Share represents a premium of about 17.6% over the net asset
value per Hanfang Share of about RMBO0.85 as at 31 December 2003 (based on the audited net asset value
of Guangzhou Hanfang of about RMB71.2 million and a total of 83,284,300 Hanfang Shares in issue as at
31 December 2003).
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Completion

The Subscription is expected to be completed on the date when the new business license of Guangzhou
Hanfang (reflecting its new registered capital and its new shareholding structure) is issued by & T L7
1TEE /5 (Guangzhou Industrial énd Commerce Administration Bureau). It is expected that the new
business license of Guangzhou Hanfang will be issued not later than 30 business days from the date of the

Independent Shareholders’ approval of the Subscription.
SHAREHOLDING STRUCTURE OF GUANGZHOU HANFANG

Set out below is the shareholding structure of Guangzhou Hanfang immediately before and after completion

of the Subscription:

Immediately before the Immediately after the
Hanfang Shareholders completion of the Subscription completion of the Subscription
No. of No. of

Hanfang Shares Approximate % Hanfang Shares Approximate %

The Company 45,000,000 54.03 89,480,000 70.04
B | B2 T B
(Guangzhou Chen Li Ji

Pharmaceutical Factory) (Note 1) 2,000,000 2.40 2,000,000 1.57
BN —EXHRATA
(Guangzhou Zhongyi

Pharmaceutical Co., Ltd) (Note 2) 1,000,000 1.20 1,000,000 0.78

BB E EEH) REARLF
(Guangzhou Jing Xiu Tang

(Pharmaceutical) Co., Ltd) (Note 3) 850,000 1.02 850,000 0.67
B 01 T BE TR T

(Guangzhou Pharmaceutical

Industrial Research Institute) (Note 4) 1,150,000 1.39 1,150,000 0.90
CHERTETREDFRESLH
(Huadong Chinese Medicine) (Note 5) 5,000,000 6.00 5,000,000 391
GPHL 25,634,300 30.78 25,634,300 20.06
Ms. Liu Ju Yan (Note 6) 600,000 0.72 600,000 047
Mr. Mo Shang Zhi (Note 6) 550,000 0.66 550,000 0.43
Mr. Cai Xing Chun (Note 6) 500,000 0.60 500,000 0.39
Mr. Zhao Xiang Yong {Note 7) 500,000 0.60 500,000 0.3%
Mr. Ge Fa Huan (Note 7) 500,000 0.60 500,000 (.39
Total 83,284,300 100.00 127,764,300 100.00




LETTER FROM THE BOARD

In view of the two Chinese medicines being successfully developed by the Project, the Directors consider
that the Project can broaden the products of the Group. In addition, the Directors are of the view that
continuous research and development in Chinese medicine and their production methods currently conducted
by Guangzhou Hanfang, are of strategic importance to the Group. In order to stay competitive in the market
in the long run, continuous research and development is essential for the Group. In view of the above, the
Directors consider that the Subscription strengthens the Group’s ability in research and development and
the Group can benefit from commercialization of the products being developed by the Project. The Directors

consider that the Subscription is in the interest of the Shareholders as a whole.

Setting out below is the financial information of Guangzhou Hanfang (which is prepared in accordance

with the PRC accounting standards):

As at As at As at

31 December 31 December 30 June

2002 2003 2004

RMB’000 RMB’000 RMB’000

(Audited) (Audited) (Unaudited)

Net asset value 42,052 71,205 71,109
Loss before tax 7,123 4,130 96
Loss after tax 7,123 4,130 96

Guangzhou Hanfang recorded audited net loss of about RMB4.1 million for the year ended 31 December
2003, which represented a decrease of about 42.3% as compared with the audited net loss of about RMB7.1
million for the year ended 31 December 2002. The unaudited net loss of Guangzhou Hanfang for the six
months ended 30 June 2004 amounted to about HK3$0. 1 million, which represented a decrease of about
99.7% as compared with the unaudited net loss of about RMB3.6 million of the corresponding period in
2003. The Directors consider that such improvement in the financial results of Guangzhou Hanfang was

mainly due to commercialization of Ganoderma Lucidum Spore Oil during the second half of 2003.

Guangzhou Hanfang intends to apply the proceeds of the Subscription to further research and development

and commercialization of the products being developed by the Project.

Having considered the factors set out in this paragraph, the Directors consider that the terms of the
Subscription are fair and reasonable and are under normal commercial terms. The Directors are of the

opinion that the Subscription is in the interest of the Company and the Shareholders as a whole.
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The notice convening the EGM to be held at 45 Sha Mian North Street, Guangzhou City, Guangdong
Province, PRC at 10:00 a.m. on 1 November 2004 for the purposes of, inter alia, considering and, if thought
fit, approving the Subscription Agreement and the proxy form applicable to the EGM are despatched to the
Shareholders together with this circular. Whether or not Shareholders are able to attend the EGM in person,
they are requested to complete and return the proxy form in accordance with the instructions printed thereon
as soon as possible but in any event not later then 24 hours before the time appointed for the holding of the
EGM. Completion and return of the proxy form will not preclude Shareholders form attending and voting

at the EGM or any adjournment thereof in person, if they so wish.

Pursuant to Article 69 of the Articles of Association of the Company, resolution put to the vote of a general
meeting of the Shareholders shall be determined in the first instance by a show of hands of the Shareholders

present in person or by proxy, but a poll may be demanded (before or after the vote by a show of hands) by:
(a) the chairman of such meeting; or

(b)  atleast two Shareholders present in person or by proxy for the time being entitled to vote at the

meeting; or

(é) a Shareholder or Shareholders present in person or by proxy and representing not less than one-

tenth of the total voting rights of all Shareholders having the right to vote at the meeting.
The demand for a poll may be withdraw by the person(s) who made the demand.

In accordance with the requirement of the Listing Rules, the resolution to be proposed at the EGM to
approve the subscription will be determined by way of a poll. The result of the poll will be published in the

newspapers on the next business day following the EGM.

As at the Latest Practicable Date, GPHL held a total of 513,000,000 Shares, representing approximately
63.26% of the existing issued share capital of the Company. GPHL and its associates will abstain from

voting at the EGM in relation to the Subscription.

RECOMMENDATION

The Independent Board Committee, comprising Mr. Wu Zhang, Mr. Wong Hin Wing and Mr. Zhang Heyong,
the independent non-executive Directors, has been formed to consider the Subscription and to give relevant
recommendation to the Independent Shareholders. Furthermore, Grand Vinco has been appointed as the

independent financial adviser to advise the Independent Board Committee on the Subscription.

Your attention is drawn to (i) the letter from the Independent Board Committee set out on page 13 of this
circular which contains its recommendation to the Independent Shareholders; and (ii) the letter from Grand
Vinco set out on pages 14 to 20 of this circular which contains its advice and recommendation to the

Independent Board Committee in relation to the Subscription.

— 11—



LETTER FROM THE INDEPENDENT BOARD COMMITTEE

B BHNEERKERLS

G Guangzhou Pharmaceutical Company Limited

(a joint stock company with limited liability established in the People's Republic of China)

(Stock Code: 0874)

15 September 2004
To the Independent Shareholders

Dear Sir and Madam,

CONNECTED TRANSACTION
SUBSCRIPTION OF NEW SHARES
IN A NON WHOLLY-OWNED SUBSIDIARY

We refer to the circular of the Company dated 15 September 2004 (“the Circular”), of which this letter forms part.
Terms defined in the Circular shall have the same meanings when used in this letter unless the context requires

otherwise.

We have been appointed to consider the Subscription, and to advise the Independent Shareholders as to (i) the
fairness and reasonableness of the terms of the Subscription; and (ii) whether the Subscription are in the interest of
the Company and the Shareholders as a whole. Details of the Subscription are set out in the “Letter from the

Board” on pages 3 to 12 of the Circular.

Grand Vinco has been appointed as our independent financial adviser to advise us on the Subscription. Details of
the relevant advice and recommendation of Grand Vinco, together with the principal factors and reasons taken

into account by it in arriving at its advice and recommendation, are set out on pages 14 to 20 of the Circular.

Having taken into account the advice and recommendation of Grand Vinco, we consider that the terms of the
Subscription are fair and reasonable so far as the Independent Shareholders are concerned and are in the interest of
the Company and the Shareholders as a whole. We therefore recommend the Independent Shareholders to vote for

the resolution in relation to the Subscription at the EGM.

Yours faithfully,
For and on behalf of

Independent Board Committee

WU Zhang WONG Hin Wing ZHANG Heyong
Independent Independent Independent
non-executive Director non-executive Director non-executive Director

— 13—




LETTER FROM GRAND VINCO

were made and continued to be so as at the Latest Practicable Date. We are also not aware that any statements of
belief, opinion and intention made by the executive Directors in the Circular were not reasonably made after due
and careful enquiry and are not based on honestly-held opinions. We have no reason to doubt the truth, accuracy
and completeness of the information and representations provided to us by the executive Directors and we have
been advised by the executive Directors that no material facts have been omitted from the information and

representations provided in and referred to in the Circular.

We consider that we have received sufficient information to enable us to reach an informed view and to justify our
reliance on the accuracy of the information and representations contained in the Circular and to provide a reasonable
basis for our opinion and recommendation. We have no reason to suspect that any material information has been
withheld by the Company or by the executive Directors. We have not, however, carried out any independent in-

depth investigation into the affairs of the Company and its subsidiaries.
BACKGROUND OF THE TRANSACTION

On 27 August 2004, Hanfang Shareholders entered into the Subscription Agreement with the Company, pursuant
to which the Company have conditionally agreed to subscribe for and Hanfang Shareholders has conditionally
agreed to allot and issue an aggregate of 44,480,000 new Hanfang Shares in cash at a subscription price of
RMB 1 per Subscription Share.

GPHL, the Company’s controlling shareholder which holds 63.26% shareholding interest in the Company, is a
substantial shareholder of Guangzhou Hanfang by holding about 30.78% of its existing registered capital.
Accordingly, the Subscription which involves the Company acquiring further interest in Guangzhou Hanfang
shall constitute connected transaction of the Company under Rule 14.23 of the Listing Rules and the listing rules
of the Shanghai Stock Exchange.

The Subscription Shares represent approximately 53.00% of the existing registered capital of the Guangzhou
Hanfang and approximately 35.00% of the registered capital of Guangzhou Hanfang as enlarged by issue of
Subscription Shares. The Company’s interest in Guangzhou Hanfang will increase from the current level of 54.03%
to about 70.04% as a result of the subscription. Currently, the board of directors of Guangzhou Hanfang comprises
7 directors and the Company has appointed 4 directors to the existing board of directors of Guangzhou Hanfang.

Pursuant to the Subscription Agreement, the composition of the board of directors will remain unchanged.

— 15—
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The consideration

The consideration payable by the Company to Guangzhou Hanfang for the Subscription is RMB44,480,000
which will be settled in cash within five business days upon the effective date of the Subscription Agreement.
The total consideration will be funded by the internal resources of the Group. According to the terms of he
Subscription Agreement, it will become effective upon approval by the Independent Shareholders and

there is no long stop date for the Subscription.

As stated in the letter from the board, the consideration was arrived at after arm’s length negotiation between
the Company and the other Hanfang Shareholders after taking into account (i) the factors set out in the
paragraph headed “Reasons for the Subscription” in the letter from the board; (ii) the subscription by seven
Hanfang Shareholders, being GPHL, Huadong Chinese Medicine, Ms. Liu Ju Yan, Mr. Mo Shang Zhi , Mr.
Cai Xing Chun, Mr. Zhao Xiang Yong and Mr. Ge Fa Huan, for Hanfang Shares in February 2003 at a
consideration of RMB1 per Hanfang Share, which represented a premium of about 18.9% over the audited
net asset value per Hanfang Share of approximately RMB0.841 as at 31 December 2002; (iii) the net asset
value per Hanfang Share of approximately RMB0.85 as at 31 December 2003; and (iv) the nominal value
of Hanfang Shares of RMBI1 each. The executive Directors consider that the terms of the Subscription are
on normal commercial terms and the consideration is fair and reasonable so far as the Independent

Shareholders are concerned.
Price per net asset multiples attributed to Hanfang

The consideration of RMB1 per Subscription Share represents a premium of about 17.6% over the net asset

value per Hanfang share of about RMBO.85 as at 31 December 2003 according to its PRC audited accounts.

We have examined the price per net assets multiples of a sample of 22 similar listed companies in Hong
Kong in the same industry as to the Group (calculated based on the basic net asset per share as per their
respective latest published financial statement and the closing prices of such companies as quoted on the 3

September 2004) which are set out in the following table:

17—
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Restriction on the transfer of Shares of Guangzhou Hanfang

The Company and Huadong Chinese Medicine, which are interested in approximately 70.04% and
approximately 3.91% of the registered capital of Guangzhou Hanfang, respectively, following completion
of the Subscription Agreement, are restricted from disposing of, transferring or pledging the Hanfang
Shares owned by them within 3 years from the date of the Subscription Agreement, being 27 August 2004,
unless otherwise agreed by all the Hanfang Shareholders. The remaining Hanfang Shareholders are not

subject to such restriction on disposal, transfer or pledge of their Hanfang Shares.

The Company provides resources, other than technical know-how, and Huadong Chinese Medicine provides
technical know-how for the research and development of the Chinese medicines for the Project. The Directors
consider that both parties are critical for the successful implementation of the Project and continuous
research and development in Chinese medicines and their producticn methods conducted by Guangzhou
Hanfang are of strategic importance to the Group. In view of the above and in order to demonstrate
commlitments to the Project by the Company and Huadong Chinese Medicine, the Directors consider that
the restriction on the transfer of the Subscription Shares is fair and reasonable and in the interest of the
Company and the Shareholders as a whole. GPHL, through GPHL’s shareholding in the Company provides
resources, other than technical know-how, to Guangzhou Hanfang. Therefore, the Directors consider that it
is fair and reasonable not to apply restriction on the transfer of GPHL's holding of Hanfang Shares. As the
shareholdings of shareholders of Guangzhou Hanfang other than the Company, Huadong Chinese Medicine
and GPHL, are insignificant, the Directors consider that it is fair and reasonable not to apply the restriction

on the transfer of their respective shareholdings in Guangzhou Hanfang.

‘We note that such restriction limits the flexibility of the Group to sell the Hanfang Shares with a view to,
including but not limited to, raise monies or realize investment returns through selling of shares. However,
it also restricts the Group to sell its shareholding in Guangzhou Hanfang at a discount which may be
detrimental to the Shareholders of the Company. Furthermore, it also reflects the confidence of the executive
Directors that the investment would be prosperous of which the Shareholders of the Company will benefit

in the long run.

In addition, both the Group and Guangzhou Hanfang are critical for the successful implementation of the
Project and continuous research and development in Chinese medicines and their production methods
conducted by Guangzhou Hanfang are of strategic importance to the Group. By considering all the above
factors as a whole, we are of the view that such restriction on transfer is fair and reasonable as to the

shareholders as a whole.
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APPENDIX I VALUATION REPORT

The following is an extract from the valuation reports prepared for the purpose of Incorporation in this circular
received from Greater China Appraisal Limited, an independent valuer, in connection with their valuation as at 30
June 2004 of the Tangible Assets, comprising (i) land, buildings and ancillary structures; and (ii) machinery and

equipment.

1. LAND, BUILDINGS AND ANCILLARY STRUCTURES

GREATER CHINA APPRAISAL LIMITED
EE T EERERE & F

Room 2407

Shui On Centre
6-8 Harbour Road
Wanchai

Hong Kong

15 September 2004 |

The Directors

Guangzhou Pharmaceutical Company Limited
No. 45 Sha Mian Bei Street

Liwan District

Guangzhou

Guangdong Province

The People’s Republic of China

Dear Sirs,

In accordance with the instructions from Guangzhou Pharmaceutical Company Limited (the “Company”)
to value the property interest in the People’s Republic of China (referred to as the “PRC”), we confirm that
we have carried out inspection, made relevant enquiries and obtained such further information as we consider
necessary for the purposes of providing you with our opinion of the value of such interest as at 30 June

2004 (referred to as the “valuation date™).

This letter which forms parts of our valuation report explains the basis and methodology of valuation, and

clarifies our assumptions made, titleship of properties and the limiting conditions.

— 21 —
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Assumptions

Our valuation has been made on the assumption that the owner sells the relevant property interest in its
continued use on the market without the benefit of deferred term contracts, leaseback, joint ventures,
management agreements or any similar arrangements which would serve to increase the value of such

interest. In addition, no forced sale situation in any manner is assumed in our valuation.

For the property interests which has been assessed by reference to the ‘Depreciated Replacement Cost’
approach, our opinion of values are subject of the fact that prospective earnings would provide a reasonable
return on the appraised property, plus the value of any assets not included in the appraisal, and adequate net

working capital.

Continued use assumes the property will be used for the purposes for which the property is designed and
built, or to which it is currently adapted. The valuation on the property in continued use does not represent

the amount that might be realized from piecemeal disposition of the property on the open market.

For the property which is held under long term land use rights, we have assumed that the owner of the
property interests has free and uninterrupted rights to use the property for the whole of the unexpired term
of its respective land use rights. Furthermore, we have valued it on the assumption that it can be freely
disposable and transferable for its existing use to third parties in the open market without paying any
premium to the PRC government. Unless stated as otherwise, vacant possession is assumed for the property

concerned.

We have assumed that all consents, approvals and licenses from relevant government authorities for the
buildings and structures erected thereon have been granted. Also, we have assumed that all buildings and

structures fall within the site are held by the owner or permitted to be occupied by the owner.

It is assumed that all applicable zoning and use regulations and restrictions have been complied with unless
nonconformity has been stated, defined, and considered in the appraisal report. Moreover, it is assumed
that the utilization of the land and improvements is within the boundaries of the property described and that

no encroachment or trespass exists, unless noted in the report.

No environmental impact study has been ordered or made. Full compliance with applicable national,

provincial and local environmental regulations and laws is assumed unless otherwise stated, defined, and
considered in the report. It is also assumed that all required licenses, consents, or other legislative or
administrative authority from any local, provincial, or national government or private entity or organization

either have been or can be obtained or renewed for any use which the report covers.
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No site investigations have been carried out to determine the suitability of the ground conditions or the
services for any property development. Qur valuation is made on the basis that these aspects are satisfactory

and that no extraordinary expenses or delays will be incurred during the construction period.

No soil analysis or geological studies were order or made in conjunction with this report, nor were any

water, oil, gas or other subsurface mineral use rights or conditions investigated.

Substance such as asbestos, urea-formaldehyde foam insulation, other chemicals, toxic waste or other
potentially hazardous materials could, if present, adversely affect the value of the property. Unless otherwise
stated in this report, its existence on the property was not considered by the appraiser in the development of
the conclusion of market value. The stated value estimate is predicated on the assumption that there is no
material on or in the property that would cause such a loss in value. No responsibility is assumed for any
such conditions, and the client has been advised that the appraiser is not qualified to detect such substances,

quantify their impact on values, or develop the remedial cost.

We do not investigate any industrial safety environmental and health related regulations.in association any
particular manufacturing process. It is assumed that all necessary licenses, procedures, and measures were

implemented in accordance with Government legislation and guidance.

No allowance has been made in our valuation for any charges, mortgages or amounts owing on any of the
properties valued nor for any expenses or taxation which may be incurred in effecting a sale. Unless otherwise
stated, it is assumed that all the interests are free of encumbrances, restrictions and outgoings of an onerous

nature which could affect their values.

The valuation contained in this report specifically excludes the impact of structural damage or environmental
contamination resulting from earthquakes or other causes. It is recommended that the reader of this report
consult a qualified structural engineer and/or environmental auditor for the evaluation of possible structural/

environmental defects, the existence of which could have a material impact on market value.

Having examined all relevant documentation, we have relied to a very considerable extent on the information
provided by the Company and has accepted advice given to us on such matters as planning approvals,
statutory notices, easements, tenure, occupation, lettings, construction costs, rentals, site and floor areas
and in the identification of the property in which the Company have valid interests. We have had no reason
to doubt the truth and accuracy of the information. We were also advised that no material factors have been
omitted from the information to reach an informed view, and have no reason to suspect that any material

information has been withheld.
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VALUATION REPORT

Property

Land, buildings and
structures located at

No. 268 Yun Xing Da Road
Tao Yuan Town

Cong Hua

Guangzhou

Guangdong Province
The PRC

VALUATION CERTIFICATE

Description and tenure

The property comprises a
parcel of land (the “Land”),
6 blocks of 1 to 4-storey
industrial buildings

{the “Buildings™),
ancillary structures

(the “Structures™) and
construction-in-progress
(the “CIP”) erected upon
the Land. The Buildings
were completed in 1999,

The land area of the
Land is approximately
59,017 square metres
and the total construction
floor area of the
Buildings is approximately
5,779.07 square metres.
Structures consist of
boundary walls, bridge,
internal road and civil
works within the Land.

CIP consist of a 4-storey
industrial building,
namely the extraction
workshop, with gross
floor area of approximately
12,672 square metres
and a waste water
treatment plant.

The property is held
under a State-owned
Land Use Certificate and
6 Real Estate Ownership
Certificates for a term
expiring on 21 December,
2043 for industrial use.

Particulars of
Occupancy

As at the date of
inspection, the Land,
Buildings and Structures
were occupied by & |
7 IR A SR 7T B g
A BR 2 &l (Guangzhou
Hanfang Modern
Chinese Medicine
Research and
Development Limited)
(referred to as
“Guangzhou Hanfang”)
as a research center.

For the CIP, as at the
date of inspection, the
superstructures of the
4-storey extraction
workshop and the waste
water treatment plant
have been completed.
Internal decoration and
installation of equipment
was in progress.

27—

Market value in
Existing state as at
30 June 2004

RMB39,300,000
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2.

MACHINERY AND EQUIPMENT

GREATER CHINA APPRAISAL LIMITED
ZEEFEER 2 F

Room 2407

Shui On Centre
6-8 Harbour Road
Wanchai

Hong Kong

15 September 2004

The Directors

Guangzhou Pharmaceutical Company Limited
No. 45 Sha Mian Bei Street

Liwan District

Guangzhou

Guangdong Province

The People’s Republic of China

Dear Sirs,

In accordance with the instructions from Guangzhou Pharmaceutical Company Limited (referred to as the
“Company”), we have completed the appraisal of certain machinery and equipment (the “Equipment™)
exhibited to us as those located at research centre of B JH V& 77 A 1 B2} 55 BAEE A FR 2 W (Guangzhou
Hanfang Modern Chinese Medicine Research and Development Limited) (referred to as “Guangzhou
Hanfang”) in Cong Hua, Guangdong Province, the People’s Republic of China (the “PRC”) and submit our
findings in this report.

We confirm that we have carried out inspection, made relevant enquiries and obtained such further
information as we considered necessary for the purpose of providing you with our opinion of the market
value of the Equipment as of 30 June 2004. It is understood that this appraisal is being used for a connected
transaction.

Introduction

Guangzhou Hanfang is principally engaged in the development of new Chinese medicine and research and

development in new production methods for Chinese medicine.

— 29 _




APPENDIX I VALUATION REPORT

Reproduction Cost, New is defined as the estimated current cost of reproducing a new replica of an asset

with the same or closely similar materials.

Replacement Cost, New is defined as the estimated current cost of the new asset having the nearest equivalent

utility as the asset being appraised.

Physical Deterioration is the loss in value of an asset from wear and tear of asset in operation and exposure

to various elements.

Functional Obsolescence is the loss in value is due to factors inherent in the asset itself and changes in
design, materials, or process that result in inadequacy, over capacity, excess construction, lack of functional

utility or excess operating costs, etc.
Economic Obsolescence is an incurable loss in value caused by unfavorable external conditions.

When market transactions of comparable assets are not available, when data cannot be extrapolated from
larger transactions, or when transactions are non-existent, under premise of continued use, assuming adequate

earnings the depreciated replacement cost approach is the preferred valuation procedure.
The market comparable approach

The market comparable approach involves the collection of market data pertaining to the subject assets
being appraised. The primary intent of the market comparable approach is to determine the desirability of
the assets through recent sales or offerings of similar assets currently on the market in order to arrive at an

indication of the most probable selling price for the assets being appraised.

If the comparable sales are not exactly similar to the asset being appraised, adjustments must be made to

bring them as closely in line as possible with the subject asset.

Under the premise of continued use assuming adequate earnings, consideration is given to the cost to
acquire similar equipment in the used-equipment market; an allowance then is made to reflect the costs for

freight and installation.
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Valuation Comments

We have inspected the Equipment on 11 August 2004. At the time of our inspection, the appraised Equipment
was found to be in good condition. The construction of the new supercritical extraction workshop was
almost completed and was under internal decoration. Certain machinery and equipment has been transported

to the new workshop but not installed yet.

We have assumed that the Equipment can perform efficiently according to the purposes for which they

were designed and built.

For those items of equipment with purchasing date before April 2003, they were injected into Guangzhou
Hanfang by /% /| 5 224E % FR A 7 (Guangzhou Pharmaceutical Holdings Limited) (referred to as “GPHL”)
as consideration for its subscription in the shares in Guangzhou Hanfang. As confirmed by the legal opinion
dated 29 August, 2003 given by & ¥ IEF X B ZEH T (Z&T Law Firm), the equipment, of which the
purchasing date before April, 2003, is owned by Guangzhou Hanfang, and Guangzhou Hanfang has the right to
use and dispose of the equipment, of which the purchasing date before April, 2003.

Subsequent to April 2003, additional items of equipment were purchased by Guangzhou Hanfang. These
items are not covered by any legal opinions. However, we have physically inspected those items to verify
their existence with reference to the asset lists and book values as provided by Guangzhou Hanfang. In

some cases, we have checked the sales contracts and payment slips, which we believe, are good evidence of title.
In the course of our investigation, we have not investigated the title or any liabilities against the Equipment.

We did not investigate any financial data pertaining to the present or prospective earning capacity of the
operation in which the appraised assets are used. It was assumed that prospective earnings would provide
a reasonable return on the market value of the appraised assets, plus the value of any assets not included in

the appraisal, and adequate net working capital.

We accepted Equipment records furnished by the Company as properly describing the assets to be appraised,
their original costs and their acquisition dates. We have relied to a very considerable extent on such records,
listings, specifications and documents in arriving at our opinion of value. We visited the location to verify

the existence of the assets and to gather information relating to the condition and utility of these assets.

Any deferred maintenance, physical wear and tear, operating malfunctions, lack of utility, or other observable
conditions distinguishing the appraised equipment from equipment of like kind in new condition were

noted and made part of our judgment in arriving at the value.

We do not investigate any industrial safety environmental and health related regulations in association with
this particular manufacturing process. It is assumed that all-necessary license, procedures, and measures

were implemented in accordance with the Government legislation and guidance.

It is assumed that there are no hidden or unapparent conditions of the equipment which would render it

more or less valuable,
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RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of giving information
with regard to the Company. The Directors collectively and individually accept full responsibility for the accuracy
of the information contained in this circular and confirm, having made all reasonable enquiries, that to the best of
their knowledge and belief there are no other facts not contained in this circular, the omission of which would

make any statement in this circular misleading.
DISCLOSURE OF INTERESTS

(a) Directors’, supervisors’, senior management’s and chief executive’s interests and short position in
b ’

the Shares, underlying Shares and debentures of the Company and its associated corporations

As at the Latest Practicable Date, the interests and short positions of the Directors, supervisors, senior
management and chief executive of the Company in the Shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFQ) (a) which were
notified to the Compavny and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which the Directors, the chief executive or the supervisors had taken
or deemed to have taken under such provisions of the SFO); or (b) which were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein; or (c) which were notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed

Comipanies contained in the Listing Rules were as follows:

Long position of the Directors:

Name Type of interest ~ Company of Shares
Zhou Yuejin Personal The Company (A Shares) 28,900
Trust (Note 1) Po Lian Development Company Limited 200,000




APPENDIX II GENERAL INFORMATION

(b) Interests of substantial Shareholders

So far as is known to any Director, supervisor, senior management or the chief executive of the Company,
as at the Latest Practicable Date, the interests and short positions of persons or companies (not being a
Director, supervisors and senior management of the Company ) in the Shares and underlying shares of the
Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO were as follows:

Long position in the Shares:

% of
total issued % of % of
Nature and Number of  State-owned total issued total issued
Shareholders Shares held Shares held Shares H Shares  share capital
GPHL (Note 1) State-owned shares 513,000,000 100% — 63.26%
The Hongkong and Shanghai H Shares 41,029,694 - 18.66% 5.06%
Banking Corporation Limited (Note 2)
Guotai Junan Securities H Shares 22,384,000 — 10.18% 2.76%
(Hong Kong) Limited (Note 2)
HSBC Broking Securities H Shares 20,302,000 — 9.23% 2.50%
(Hong Kong) Limited (Note 2)
Bank of China (Hong Kong) H Shares 15,059,000 — 6.85% 1.86%
Limited (Note 2)
Citibank N.A. (Note 2) H Shares 12,772,000 - - 581% 1.58%
Hang Seng Bank Limited (Note 2) H Shares 11,088,274 — 3.04% 137%
Note:
1. GPHL disposed of part of its interests in the Company’s state-owned shares for the purpose of financing

the debt restructuring of Guangzhou Baiyunshan Pharmaceutical Co. Ltd. (“BYSCL”). The total number
of the state-owned shares involved is 152,600,000 Shares, including a proposed disposal of 12,480,000
state-owned shares to BYSCL and 22,000,000 state-owned shares to the Guangzhou Office of China
Greatwall Asset Management Corporation. The relevant procedures for the proposed disposal are
currently in process. As at the Latest Practical Date, 15,160,000 shares of the Company held by GPHL
which were previously pledged had been released while 102,960,000 shares of the Company held by
GPHL are still pledged.

2. As notified by HKSCC Nominees Limited, as at the Latest Practical Date, the H Shares held by each
corporation in its securities account with the Central Clearing and Settlement System amounted to more

than 5% of the total issued H Shares of the Company.
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As at the Latest Practicable Date, none of Grand Vinco and Greater China Appraisal Limited had any shareholding
in any member of the Group or the right (whether legally enforceable or not) to subscribe for or to nominate
person to subscribe for securities in any member of the Group nor did they have any interest, either direct or
indirect, in any assets which had been, since the date to which the latest published audited financial statements of
the Company were made up, acquired or disposed of by or leased to or were proposed to be acquired or disposed

of by or leased to any member of the Group.
MATERIAL ADVERSE CHANGE

As at the Latest Practical Date, the Directors were not aware of any material adverse change in the financial or
trading position of the Group since 31 December 2003, the date to which the latest published audited consolidated

accounts of the Group were made up.
GENERAL

) Each of the executive Directors entered into a service contract with the Company and the term is for 3 years
commencing from 26 March 2004 and will expire on the date of election of the 4th term of the Board. Save
as disclosed, none of the Directors has entered into, or proposed to enter into, any service contracts with
any member of the Group which will not expire or is not determinable by the Company or any member of

the Group within one year without payment of compensation;

(i)  as at the Latest Practicable Date, none of the Directors had any direct or indirect interest in any asset which
has been, since 31 December 2003 being the date to which the latest audited accounts of the Company were
made up, acquired or disposed of by or leased to any member of the Group or were proposed to be acquired

or disposed of by or leased to any member of the Group;

(iii)  as at the Latest Practicable Date, none of the Directors had any contract or arrangement subsisting in which

a Director is materially interested and which is significant in relation to the business of the Group;

(iv)  as at the Latest Practicable Date, none of the Directors and their respective associates had any competing

interest with the Group;
) the English text of this circular shall prevail over the Chinese text;
(vi)  the company secretary of the Company is Mr. He Shuhua; and

(vil) the qualified accountant of the Company is Mr. Gao Fang, Member of CICPA.
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